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PREFACE 


The 1976 Survey is the thirtieth annual report on the region 
produced by the Economic and Social Commission for Asia and 
the Pacific (ESCAP), and the third biennial review of economic and 
social developments during the Second United Nations Development 
Decade, i.e. the 1970s. 


The purpose of these biennial reviews is to monitor progress 
by the developing countries of the ESCAP region towards the goals 
established by the International Development Strategy for the Second 
United Nations Development Decade. However, the format of the 
current biennial review is somewhat different from those of previous 
years (1972 and 1974) in that the actual review exercise is confined 
to one chapter, while.the main body of the Survey dwells on the 
emerging priority areas of development. The Survey was prepared 
mainly during 1976, and with more than half of the decade elapsed, 
it was thought an appropriate time to be re-assessing these priority 
areas which are taking on an increasing urgency. The key to them 
is self-reliance which involves wider participation in the development 
process, a fairer distribution of its benefits, but also the attainment 
of greater collective self-reliance through enhanced co-operation 
among developing countries. 


The 1976 Survey is organized into five major chapters. Chapter 
I is concerned with the over-all view of developments in the countries 
of the region, while chapters II to IV examine in detail the major 
priorities to which development strategies must address themselves. 
The final chapter is an attempt to bring together the highlights of 
the preceding analysis and point the way along the paths desirable 
for future development. 


This Survey is published on the sole responsibility of the 
ESCAP secretariat. Although its contents have benefited from the 
comments of both experts and official representatives from member 
countries, the views expressed herein are not necessarily those of 
the Commission or the Governments of its member countries. 


Bangkok, April 1977 
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EXPLANATORY NOTE 


The term “ESCAP region” is used in the present issue of the Survey to include Afghanistan, Australia, Bangladesh, Bhutan, Brunei, Burma, | 
China, the Cook Islands, Democratic Kampuchea, Fiji, the Gilbert Islands, Hong Kong, India, Indonesia, Iran, Japan, Lao Peoples’ Democratic 
Republic, Malaysia, Maldives, Mongolia, Nauru, Nepal, New Zealand, Pakistan, Papua New Guinea, the Philippines, the Republic of Korea, 
Samoa, Singapore, the Socialist Republic of Viet Nam, the Solomon Islands, Sri Lanka, Thailand, Tonga, the Trust Territory of the Pacific Islands 
and Tuvalu. The term ‘‘developing ESCAP region” excludes Australia, Japan and New Zealand. 


The designations employed in this publication do not imply the expression of any opinion whatsoever on the part of the Secretariat of the 
United Nations concerning the legal status of any country or territory or of its authorities, or concerning the delimitation of its frontiers. 


Reference to “tons” indicates metric tons. 
The term “billion” signifies a thousand million. 


In the tables, three dots (...) indicate that data are not available or are not separately reported, a dash (—) indicates that the amount is 
nil or negligible, and a blank indicates that the item is not applicable. 


In dates, a hyphen (-) is used to signify the full period involved, including the beginning and end years, and a stroke (/) indicates a crop 
year, a fiscal year or plan year. The plan years of the ESCAP countries coincide with their fiscal years as given in the table below: 


Operational rate of 


Country Fiscal year Currency and abbreviation exchange for $US 1 
as of 1 April 1977 

Afghanistan 21 March to 20 March Afghani (Af) 47.50 
Australia . 1 July to 30 June Australian dollar ($A) 0.906 
Bangladesh 1 July to 30 June Taka (Tk) 15.45 
Bhutan 1 April to 31 March Ngultrum (Nu) 8.70 
Brunei 1 January to 31 December Brunei dollar ($Br) 2.45 
Burma 1 October to 30 September Kyat (K) 6.70 
China . 1 January to 31 December Yuan Renminbi (#RMB) 1.90 
Cook Islands . 1 April to 31 March New Zealand dollar ($NZ) 1.04 
Democratic Kampuchea . 1 January to 31 December Rial (R) ® 
Fiji 1 January to 31 December Fijian dollar ($F) 0.9402 
Hong Kong 1 April to 31 March Hong Kong dollar ($HK) 4.70 
India 1 April to 31 March Rupee (Rs) 8.70 
Indonesia . 1 January to 31 December Rupiah (Rp) 415.00 
Iran 21 March to 20 March Rial (Rls) 70.35 
Japan . AT re 1 April to 31 March menus) 277.00 
Lao Peoples’ Democratic Republic . 1 July to 30 June Kip Liberation 200.00 
Malaysia 1 January to 31 December Malaysian dollars ($M) Pasi 
Maldives 1 October to 30 September Rupee (Rs) 3.93 
Mongolia . 1 January to 31 December Tughrik (T) 3.30 
Nauru 1 July to 30 June Australian dollar ($A) 0.906 
Nepal . 16 July to 15 July Rupee (Rs) 12.45 
New Zealand 1 April to 31 March New Zealand dollar ($NZ) 1.04 
Pakistan 1 July to 30 June Rupee (Rs) 9.90 
Papua New Guinea . 1 July to 30 June Kina (K) 0.80 
Philippines 1 July to 30 June Peso (P) 7.40 
Republic of Korea 1 January to 31 December Won (W) 480.00 
Samoa 1 January to 31 December Tala ($WS) 0.80 
Singapore cat “EER eh He ee 1 April to 31 March Singapore dollar ($S) 2.45 
Socialist Republic of Viet Nam . a Piastre (P) eo 
Solomon Islands . 1 January to 31 December Australian dollar ($A) 0.906 
Sri Lanka 1 January to 31 December Rupee (Rs) 7.30 
Thailand . 1 October to 30 September Baht (Bht) 20.15 
Tonga 1 July to 30 June Pa’anga (P) 0.9724 


Source: United Nations quarterly list of exchange rates, 15 April 1977. 


Note: * As no official communication has been received it is impossible to state an operational exchange rate. 


» Prior to reunification, the Republic of South Vietnam’s fiscal year was from 1 January to 31 December. 
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I. OVER-ALL VIEW OF DEVELOPMENTS! 


1. During the years 1975 and 1976, the countries 
of the ESCAP region turned an important economic 
corner. There were clear signs of recovery from the 
depths into which many of them had been plunged 
by the world-wide recession, which had followed 
closely on setbacks in the agricultural sector. For- 
tuitious climatic conditions were an important fac- 
tor in the surge in agricultural output in South Asia. 
Industrial output clearly underwent an upward turn 
in most countries, including those comparatively 
more highly industrialized. There was a revival of 
external trade. The second half of the decade seems 
to be setting off on a better footing. 


2. Improved prospects in the short-term, however, 
must. be seen against the gloomy backdrop that the 
decade has so far provided in terms of development 
progress. Even if the Second United Nations Deve- 
lopment Decade began on a note of optimism, results 
hitherto have been disappointing. Whatever targets 
were set, either individually or collectively, for the 
countries of the ESCAP region, most have recorded 
a deceleration in the progress of GDP during the 
decade, as compared with the second half of the 
1960s. 


3. In many countries, the “villain” has been the 
agricultural sector on which the livelihoods of the 
great majority of Asian people depend. Unfor- 
tunately, no new innovative “revolution” has appear- 
ed to fuel the momentum of agricultural expansion 
achieved in the 1960s. Yet, not merely expansion, 
but an acceleration of output trends is becoming 
steadily more urgent in the face of the paucity of 
rural incomes and of low nutritional standards and 
in order to break the constraints on continued 
growth in other sectors. The need is for a major 
new departure, however, since the costs of the tech- 
nology-based “green revolution”, in terms of by- 
passing the smaller and more impoverished farmers, 
have been widely recognized. The situation in many 
countries points to agrarian reform, not merely to 
effect a redistribution of resources, but also to bring 
small farmers within the process of modernization. 
Growth with social justice, as visualized throughout 
this Survey, implies achieving more widespread 
development participation, particularly at the rural 
level. Social and institutional changes continue to 
be made, although the beneficial effects of them 
often take time to show. Weather and the incidence 
of natural disasters meanwhile play a hazardous role 


? This chapter is a summary of a series of detailed studies on macro- 
economic and sectoral developments in countries of the region, to be 
published in Economic Bulletin for Asia and the Pacific. 


in agricultural development but their relative impor- 
tance can be reduced through greater intrinsic effi- 
ciency in the rural sector. 


4. The maximum mobilization of resources at the 
rural level is at the core of a development process 
that embraces not only greater social justice but also 
a measure of national self-reliance, since internal 
solutions must be found for rural development. Thus, 
the pursuit of self-reliance becomes an important 
link between economic development and social jus- 
tice. 


5. Developments in the international sphere have 
been uncertain in recent years. The external pay- 
ments positions of most developing ESCAP countries 
have been under strain since the increase in the price 
of oil after 1973 and the advent of sharp fluctuations 
in export revenues. Moreover, recourse to expensive 
sources of financing their deficits has been necessary 
in some countries in the general absence of a suffi- 
cient increase in concessional flows from developed 
countries at the time of greatest need. To reduce 
the unfavourable impact of external developments 
and to have more control over the areas and con- 
ditions of resource flows, developing countries must 
redress their unequal relationship with the developed 
world. This implies more self-reliance also in the 
international sphere. 


6. Self-reliance is, therefore, another implicit theme 
of the Survey. With stress on rural development 
internally and a new international economic order 
extrenally, self-reliance is an important goal on which 
the developing countries of the region should focus in 
the late 1970s, just as economic conditions appear 
to be turning in their favour again. 


A. GROWTH OF GDP 


7. In 1975 ESCAP countries attempted, with wide- 
ly varying degrees of success, to stave off the adverse 
consequences of global economic recession closing a 
half-decade that had been fraught with instability 
and disappointments in economic performance. In 
1976 they were beginning to harness themselves to 
a wave of recovery with reported growth rates rising 
above the previous year in most cases and, indeed, 
returning to the levels more prevalent during the 
late 1960s. 


8. For several ESCAP countries, 1975 was a year 
of modest economic expansion, well below the 
achievements of two years previously when many 


2 Biennial Review and Appraisal of the International Development Strategy 
we —— 


countries enjoyed a spurt in growth. However, the 
two largest countries of the ESCAP region provided 
exceptions to this trend: China’s real product is be- 
lieved to have grown by over 9 per cent in 1975 
while India’s rate of expansion in that year (com- 
mencing 1 April 1975) was over 5 per cent, better 
than in any previous year during the decade (see 
table 1). 


9. In both countries — relatively less dependent 
upon the vagaries of external demand — an impor- 
tant factor in these developments was agriculture, 
with foodgrain output the highest it had ever been. 
These growth figures were not merely a reflection, 
therefore, of recovery from previously low output 
levels, although 1974 had been a poor year for India. 


10. Two further countries, both of them much more 
trade-oriented, achieved impressive growth rates in 
1975. Despite the unforeseen slump in world de- 
mand for crude petroleum, Indonesia nevertheless 
achieved an estimated 7 per cent increase. Much 
more spectacular was the performance of the Re- 
public of Korea which, in spite of carrying an enor- 
mous balance of payments deficit for most of the 
year, saw its growth policies rewarded by an export 
revival towards the end of 1975. As in Indonesia, 
expansion of the economy in that year was main- 
tained at the same level as in 1974. 


11. For. most other ESCAP countries, 1975 was a 
year of relative stagnation and the three developed 
countries of the region were not excluded from this 
trend. Australia recorded a negative growth rate, 
while Japan recovered little from the previous year’s 
decline. Both countries suffered from weak private 
consumption and investment as price inflation con- 
tinued at high levels. These performances brought 
the Second United Nations Development Decade to 
its somewhat gloomy half-way stage. 


12. Collectively, the developing countries of the re- 
gion recorded an average growth rate of 5.6 per 
cent, over the first half of the decade while for the 
three developed countries, the figure was 5.2 per cent. 
During this period, China and Indonesia were the 
only two of the highly populated countries of the 
region to have surpassed the United Nations target 
of 6 per cent real growth annually; high averages 
were also attained by Iran and the Republic of 
Korea, and Thailand and Malaysia also met the 
target. 


13. However, for the whole South Asian region, and 
for the countries of the Indo-Chinese peninsula, the 
first half of the decade was marked by slow expan- 
sion. If South Asia is broadly defined so as to 
include Afghanistan and Burma in addition to the 
sub-continent, then none of these countries came 


near to achieving the 6 per cent real growth target 
over the five-year period and only in a few instances 
was this growth rate surpassed in individual years. 
In growth terms, South Asian economies made a 
poor start to the decade while 1974 was a generally 
more satisfactory year. The fortunes of the agri- 
cultural sector— which is so predominant in the 
economies of Bangladesh, India and Nepal — played 
an important part in these trends. 


14. Growth in Democratic Kampuchea, Lao People’s 
Democratic Republic and the Socialist Republic of 
Viet Nam was affected by the disruptions resulting 
from war in the region and internal political changes 
during the period. Recent years have seen com- 
prehensive economic reconstruction, yet official data 
are as yet not readily available. 


15. The two most gloomy-aspects to emerge from 
table 1 with regard_to-growth* patterns during the 
first half of the decade are, first, that income dis- 
parities within the ESCAP region as a whole have 
widened as a result of the slower economic growth 
of several of the largest countries and, secondly, that 
even among some of those achieving higher real 
growth rates, performances were below the levels of 
the second half of the 1960s. Examples are China, 
the Republic of Korea, Thailand, Hong Kong and 
Singapore, although Indonesia, Iran and Malaysia 
provided exceptions to this trend. 


16. As official estimates become available of econo- 
mic performances in 1976, evidence is emerging of 
strong recovery in many countries of the region. 
Among the larger countries, it would appear that 
China was on course to achieving expansion in 
excess of 6 per cent prior to the Tangshan earth- 
quake in July. With continuing good harvest pros- 
pects, and sustained industrial expansion, India was 
expected to achieve real growth in 1976/77 of around 
6 per cent, thus maintaining the buoyant level of 
the previous year. Pakistan also appears to be 
returning to a higher growth path with an increase 
of 4.4 per cent in 1975/76 (ending in June), while 
an estimated 10.7 per cent rise in the physical pro- 
duct of Bangladesh in 1975/76 means that its 
economy will have grown by one-third in the four 
years from mid-1972 to mid-1976. The pace of 
growth in Indonesia quickened in 1976 to nearly 8 
per cent, above the levels of the two previous years. 


17. Among other ESCAP developing countries, the 
Republic of Korea is officially estimated to have 
attained a rate of expansion in 1976 of nearly 15 
per cent: in Hong Kong the rise was even higher, 
while in two other countries dependent upon ex- 
ternal demand — Malaysia and Singapore — growth 
was 8.5 and 6.8 per cent respectively. Moreover, in 
each of these countries growth is expected to be at — 
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least sustained at these levels through 1977. Two 
important agricultural countries, Burma and Thai- 
land, each grew by 6 per cent; in both countries this 
represents an improvement on the two previous 
years; in Burma this rate is the highest annual in- 
crease of the decade. 


18. Individual developing ESCAP countries, par- 
ticularly in Southeast and East Asia depend quite 
heavily for their pace of expansion on developments 
in Japan. During the first half of 1976, the strong 
upward trend of Japan’s business cycle was a major 
factor in the rapid recovery of the economies of 
the Republic of Korea, Malaysia, Singapore and 
Hong Kong; during 1976, the value of imports into 
Japan from its major trading partners among 
developing ESCAP countries was up by more than 
a quarter compared with 1975 and Southeast Asia 
considerably improved its trade balance with Japan. 


19. At one stage in 1967, Japanese growth was ap- 
pearing to stall ominously, but assessments were 
partly based upon a failure of the economy to main- 
tain the abnormally high rate of expansion recorded 
in the first quarter of the year when consumer ex- 
penditure and exports had suddenly recovered in a 


spectacular manner. In 1976/77, Japan’s economy 
may still expected to achieve a growth rate of be- 
tween 5 and 6 per cent, assisted by a modest injec- 
tion of public funds. The Australian economy did 
not enjoy the same leap forward as did that of 
Japan in early 1976 and its recovery, as with that 
of New Zealand, has been somewhat slower, though 
perceptible. : 


20. When the real growth performances of develop- 
ing ESCAP countries are compared with projections 
contained in the development plans that straddled 
the 1975-1976 biennium, the results are quite favour- 
able. Of the 12 countries represented in table 2, 
half have succeeded in fulfilling the growth targets, 
at least during the years so far completed, although 
in some cases, the targets were below the 6 per cent 
level established by the International Development 
Strategy. In the other countries, some (e.g. Indo- 
nesia, Philippines and Thailand) have come close to 
fulfilment and have nevertheless achieved real growth 
over 6 per cent per annum during the respective 
periods. Tentatively, it may be stated that ESCAP 
developing countries in their most.recent develop- 
ment plans, have been guided by pragmatism in 
establishing growth targets. 


Table 2. PLANNED AND ACTUAL GDP INCREASES IN 
SELECTED DEVELOPING ESCAP COUNTRIES 


Planned 


annual rate 


Country and plan number Current plan period of GDP 


growth 


(percentage) 


Performance during years of plan 


Average 
(percentages) a 

Py Spaces Cie = er 
3.8 315) 9.0 Exh 24 
12.1 0.5 10.7 righ Bae 7.6 
4.8 6.0 oe Site ie? 5.4 
0.1 8.5 aK saat Brae 42 
Tez ev I) Ae ai Tae 
33.4 AEG (17.7) ek hs 30.5 
8.2 6.6 12.3 6.7 335) Wee: 
8.5 ae yt Dies ee 8.5 
4.0 ae oy bak oR! 4.0 
0.1 0.9 7.0 5.6 ees 3.0 
8.7 4) 6.6 6.4 nae 6.6 
7.4 Leal 8.8 8.8 14.6 13 
Ga! 10.3 4.6 S18) 6.2 6.1 


Afghanistan (IV) 1972 /73-1976/77 5.0 
Bangladesh (1) 1973/74-1977/78 5.5 
Burma (II) 1974/75-1977/78 4.5 
India (V) 1974/75-1978/79 Saf, 
Indonesia® (II) 1974 /75-1978/79 RS 
Iran (V) 1973/74-1977/78 25.9 
Malaysia (II) 1971-1975 6.5 
(IIT) 1976-1980 8.4 
Nepal (V) 1975/76-1979/80 4.0-5.0 
Pakistan (IV) 1970-1975 6.5 
Philippines? (IV) 1973/74-1976/77 7.0 
Republic of Korea (III) 1972-1976 8.6 
Thailand (IIT) 1972-1976 7.0 
Sources: National development plans of listed countries. 


* Performances correspond to calendar years i.e. 1974 corresponds to year 1 of plan. 


» Performance correspond to calendar years i.e. 1973 corresponds to year | of plan. 


I. Over-all view of developments 


B. DEMOGRAPHIC DEVELOPMENTS 


21. The growth rates of population for a number 
of countries of the ESCAP region during the period 
1970-1975 are given in table 1.2 Compound growth 
rates of GDP per capita fell short of the Second 
United Nations Development Decade target of 3.5 
per cent in nearly all those countries that did not 
meet the over-all economic growth rate level of 6 
per cent. Exceptions were provided by two smaller 
countries that were among those successful in res- 
tricting demographic growth to more moderate 
levels: Hong Kong and Fiji. However, for much of 
the developing ESCAP region, the growth in popu- 
lation continues at rapid rates, giving increasing 
urgency to family planning programmes which have 
been expanded and implemented vigorously. 


22. Past declines in mortality rates are at the heart 
of the rapid demographic expansion, which is con- 
tinuing despite reductions in fertility rates. Data 
for recent years indicate that since 1970, fertility 
tates have also been declining not only in those 
countries which experienced substantial fertility falls 
in the 1960s, but also in most other countries where 
fertility levels remained more or less unchanged in 
the 1960s. 


23. Registration statistics show that between 1970 
and 1974 the crude birth rate declined from 37 to 
33 per thousand in Brunei; from 29 to 27 in Sri 
Lanka; from 20 to 19 in Hong Kong; from 23 to 
20 in Singapore; and from 29 to 27 in the Republic 
of Korea. In peninsular Malaysia the crude birth 
rate recorded a decline from 40 in 1970 to 33 in 
1974, while in India estimates indicate that the birth 
rate declined from 38 in 1970 to 35 in 1974. 


24. According to a 1973 survey, the average number 
of children per woman in Indonesia declined from 
6.4 in 1969/70 to 5.2 in 1971/72. While the actual 
size of the reported decline — nearly 20 per cent in 
two years — may be exaggerated, there seems little 
doubt that fertility did decline. In Thailand surveys 
conducted in 1969/70 and 1972/73 showed a 10 
per cent decrease in the total marital fertility rate 
from a projected completed family size of 9.6 to 
8.6 children per woman aged 14-44 years. In the 
Philippines, the preliminary results of the 1975 popu- 
lation census imply a growth rate of about 2.5 per 
cent between 1970 and 1975 compared with rates 


? The figures have been tabulated using the most recent population 
data available from individual countries; where necessary they depend 
ON projections, particular in the case of countries which have not 
undertaken national censuses for several years. 

3 However, the decline in mortality rates has slowed down or 
ceased, particularly in countries which previously experienced the 
most marked falls in this index. Indeed in a few developing ESCAP 
countries the rate has increased slightly in recent years, reflecting 
changing age structure, as well as a deterioration in health and nutri- 
tion standards. 


of 3.0 per cent for the 1960s. One study suggests 
that between 1972 and 1974 in the Philippines the 
total marital fertility rate declined in urban areas 
from 11.2 to 10.0, and in the rural areas from 11.6 
to.9.0:4 


25. As of 1975, 19 out of 35 member and associate 
member countries situated in the ESCAP region had 
official population or family planning policies and 
national family planning programmes. Another eight 
countries had no stated policy but they supported 
or permitted family planning activities. Almost 97 
per cent of the region’s population live in these 27 
countries. Family planning programmes (see table 
3) were begun in most countries of the region in 
the late 1960s, but it was only after 1970 that 
sufficiently large amounts of funds and contracep- 
tive supplies were made available for their imple- 
mentation. Experience so far indicates that at least 
five years are required for the programmes to be 
properly organized (in terms of arranging funds, 
recruiting and training staff, obtaining supplies etc.) 
and even more time is usually necessary for pro- 
grammes to reach full strength.® 


26. An important aspect of the national family 
planning programmes in the 1970s has been the 
adoption of new contraceptive techniques to the 
specific requirements of individual acceptors. Since 
1972, a number of countries which once limited 
their programmes to one or two methods expanded 
the range of options open to acceptors by introduc- 
ing other forms of already available contraceptive 
technology.7. A more liberal attitude towards abor- 
tion has been adopted in many countries of the 
region.® 


27. In addition to the adoption of new contracep- 
tive technology, there has been the introduction of 
various alternative delivery systems, especially for 


* Reported in I.R.T. Ravenholt and J. W. Brackett, “Impact of 
family planning programmes on fertility in developing countries”, 
paper presented at the annual mecting of the Population Association 
of America, Montreal, April 1976. 

> During the five year period 1970-1975, ESCAP countries have 
budgeted approximately $US 1,058 million from their domestic and 
external resources for their national family planning programmes, 1.e., 
roughly US 70 cents per capita for the five years. 

® For instance, the Indonesian programme was begun in 1968 with 
a total of SUS 345,000 in demestic and international funds. In 1969 
and 1970, more than $US 2 million was allotted for each year. For 
1971, the funding amounted to nearly $US 9 million and by 1975 the 
total hgure reached above $US 26 million. The quantity of oral 
contraceptives delivered to Indonesia followed a similar pattern of 
increase, rising from 191,000 cycles in 1968 to 25.5 million in 1975, 
with the greatest increment occurring in 1973. 

7 For example, starting in 1973, three of the most populous coun- 
tries in this region — India, Pakistan and Bangladesh — introduced 
oral contraceptives into their national family planning programmes. 

®In addition to China and Japan, during the past few years three 
countrics have liberalized their abortion laws: Singapore (1969), 
India (1971) and the Republic of Korea (1973). Iran and Bangla- 
desh have now under consideration the liberalization of abortion 
legislation. 


Biennial Review and Appraisal of the International Development Strategy 


eee 


Table 3. 


DEMOGRAPHIC TARGETS OF NATIONAL 


FAMILY PLANNING PROGRAMMES 
IN SELECTED COUNTRIES OF THE ESCAP REGION® 


Country Item> Level¢ 

Bangladesh. .o5 binc Sh 2 RNI From 3.0 per cent to 2.8 per cent by 1978 

India. . . . . . +. +. CBRandRNI From an estimated 39 in 1968 to 30 by 1979 
and to attain an annual growth rate of 1.37 per 
cent by 1986 

Indonesiaj" yg 2) 4c | Fear CBR Reduce to 50 per cent of the current level by 
the year 2000 

SANS ae) RE oe Ss the tae RNI From 3 per cent in 1967 to 1 per cent (by | 
around 1995) 

Malaysias..;. pee ia cle area RNI Decrease to 2 per cent by 1985 

Nepali) Sgt or = Bee eres CBR From 42 in 1975 to 38 in 1979 

Pakistan’ c(h) eae CBR From 41 to 43 in 1970 to 33.2 in 1975 and to 
25.0 by 1985 

Philippines) Sen eee tc CBR From an estimated 43,2 in 1970-to 35.9 in 
1977 

Republic of Korea . . . RNI From 1.7 per cent to 1.3 per cent by 1981 

Singapore Bray Rete, Oe fe: CBR From 32 in 1964 to 20 in 1970 and to 18 by 
1975 (to achieve replacement level by 1980) 

Dhailand? x soe." ir vigeeeee op aie RNI To 2.5 per cent by 1976 and 2.0 per cent by 
1981 

CBR From an estimated 41 in 1972 to 33 in 1976 


* Based on the country statements made at the ESCAP Regional Post-World Population Con- 
ference Consultation meeting, Bangkok, January 1975, and updated from Dorothy Nortman, 
“Population and family planning programmes: a factbook”, Reports on Population/Family 
Planning (New York), No. 2 (7th edition), October 1975. 

> CBR = crude birth rate; RNI = rate of natural increase. 


© Targets as of 1975, unless otherwise specified. 


the rural population, and educational and motiva- 
tional measures such as intensive educational cam- 
paigns and incentive schemes. Since a majority of 
the population inhabit rural areas, there have been 
in many countries notable increases in programmes 
to extend and strengthen family planning services 
in rural areas. Further, economic incentives or dis- 
incentives havé been used as motivational devices to 
strengthen family planning policies and programmes.® 


28. The recent fertility experience of developing 
countries in the ESCAP region suggest that family 
planning programmes when vigorously implemented 
have had a role in reducing fertility rates even 
before countries have achieved a satisfactory level of 


® For instance, in India, Pakistan, the Republic of Korea and a few 
other countries, monetary payments are offered to acceptors to com- 
pensate for the loss of earnings resulting from a vasectomy operation 
or the side effects of their methods. In Singapore, the disincentives 
include limitation of income tax relief to the first three children, 
restriction of paid maternity leave to the first two pregnancies, an 
increase in child birth costs after the first two deliveries and priority 
to small families in the allocation of public housing. In the Republic 
of Korea, revisions have been effected to the income tax structure 
whereby families may receive deductions for up to three children, 
while in Malaysia, paid maternity leave to female employees has been 
withdrawn for pregnancies beyond the third. 


economic development.!° In most of these countries, 
a revolutionary increase in the availability of effec- 
tive means of fertility control has occurred, although 
all effective means are not yet made fully available. 
(It may also be noted that documentation of the 
efficiency of family planning is hampered in most 
countries by lack of accurate and complete data.) 


29. Against some underniable progress, however, are 
ranged the demographic pressures exerted by changes 
in population structure. First, there have been 
changes in the sex composition of the population. 
In the past, the masculinity ratios, or the number of 
males per 100 females, in these countries have been 


10 Studies indicate that in those countries where there are strong 
and extensive family planning efforts and easy availability of con- 
traceptive services and information, the acceptance rates tend to be 
higher.For instance, the number of acceptors is highly correlated with 
manpower input as estimated by the number of personnel-years family 
planning workers deployed in the programme. Sce Bernard Berelson, 
“The present state of family planning programmes”, Studies in Family 
Planning (New York), No. 57, September 1970. Regarding the 
extent to which programme acceptors have contributed to fertility 
reduction, studies indicate that the levels of acceptance and continued 
use of contraceptives are highly correlated with the reductions in the 
crude birth rate. See Potter and Rao, “Future family planning 
impact: method and data requirement”, paper presented to the Second 
Asian Population Conference, Tokyo, 1972. 
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high. With the drastic fall in crude death rates 
during the period since the Second World War, there 
have also been substantial declines in female mor- 
tality in most of these countries, resulting in an 
increase in the proportion of women in the total 
population of most countries!! over the years, which 
is significant in the case of women in the reproduc- 
tive ages. 


30. Secondly, high fertility and declining mortality 
have resulted in a changing age-composition of the 
population in most ESCAP countries, the younger 
age groups expanding faster than the older ones 
(see table 4). For the ESCAP region as a whole, 
children below 15 years constitute about 40 per cent 
of the total population (compared with about 25 
per cent in Europe, 27 per cent in North America 
and 23 per cent in the USSR). A heavy concen- 
tration of population in the very young and depen- 
dent ages has economic and demographic implica- 
tions for, for instance, the size of the labour force 
and the future natural rate of increase in popula- 
tion. 


31. Thirdly, the most conspicuous feature of the 
accelerated growth in ESCAP’s population is the 
rate of urbanization. Estimates indicate that 
whereas the total ESCAP population increased at an 
average annual rate of 2.04 per cent between 1950 
and 1975, the urban population increased by about 
3 per cent. This rate has, however, varied from 
country to country (see table 5). 


32. The rapid increase in the urban population of 
the ESCAP countries has been due to three factors: 
(a) natural increase of the urban population itself; 
(b) inclusion of new areas as urban in successive 
censuses and (c) rural to urban migration. Though 
the level of urbanization in the ESCAP region is 
low, its share of the world’s urban population is 
nevertheless higher than that of any other area be- 
cause of its large total population. With further 
substantial increases in the population of rural areas 
in the coming years, it is anticipated that there will 
be a still larger exodus to the urban areas. Es- 
timates indicate that during the next 25 years, migra- 
tion from rural areas alone would account for a 
net addition of about 600 million to the population 
of urban centres in the ESCAP region, from the 
estimated 561 million in 1975 to 669 million by 
1980 and to 1,375 million in 2000. Such prospects 
provide still another challenge to development plan- 
ners and policy makers in the region. 


11 Tn some countries like India, female mortality is still very high 
and the Proportion of males to females has over the years been in- 
creasing rather than decreasing. 


Table 4. PERCENTAGE DISTRIBUTION OF TOTAL 
POPULATION BY BROAD AGE GROUPS, 
SELECTED ESCAP COUNTRIES 


Percentage of total population on 
the age-group 


Country Year 
0-14 15-64 65 and over 
Brunel: is sels ye 1973 42.8 54.0 3.1 
Hong Kong . . . 1975 31.4 63.1 Seb) 
India newer ees, ogee 1974 40.1 56.7 3.2 
Indonesia oars ea ¢ 1971 44.0 53.5 Pep) 
[ratte ee See 1971 47.1 49.7 3.1 
Japan et ae eae ce 1974 24.4 67.9 7.7 
Malaysia (peninsular) 1973 42.7 53.8 3.4 
INGDalitc bikes cient: 1971 40.4 56.5 Sel 
Philippines . . . 1975 43.2 53.9 2.8 
Republic of Korea. 1972 39.9 56.7 3.4 
Singapore =... 1974 34.3 61.9 3.8 
Sri Lankay (503) os 1971 41.9 54.5 3.6 
Mhatland fas es 1970 45.1 SHE 3:2 


Source: United Nations Demographic Yearbook 1975 (Sales 
No. E/F.76.XIII.1). 


Table 5. RATE OF GROWTH OF TOTAL AND URBAN 
POPULATION, SELECTED ESCAP COUNTRIES 


Rate of growth of population 
Country Period 


Total Urban 

Burma yao meu oa 1973 2.09 4.36 
Indias eerie wee) 961-1971 2.24 3.29 
Indonesia eee a 1961-1971 2.02 3.76 
Nepal. .-. . . 1961-1971 2.30 3.70 
Philippines 1960-1970 3.01 4.01 
Republic of Korea 1949-1955 1.08 5.92 
1955-1960 2.91 5.36 

1960-1966 2.68 5.89 

1966-1970 1.90 7.23 

1949-1970 2.13 6.02 

Sri Lanka 1946-1953 2.84 2.77 
1953-1963 2.65 4.88 

1963-1971 2.20 4.23 

Thailand . 1960-1970 2.76 3.35 


Source: ESCAP, Population Division. 


C. GROWTH IN AGRICULTURE 


1. Production trends 


33. The experience in the first half of the Second 
United Nations Development Decade in agriculture 
in the ESCAP region has been one of disappoint- 
ment. The expectations built on the success of the 
“green revolution” in many countries in the region 
during the last three or four years of the First United 
Nations Development Decade were not fulfilled. 
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34. Over-all growth of the sector fell short of the 
4 per cent target established for the Second United 
Nations Development Decade in all countries except 
Iran, Malaysia and the Republic of Korea, while 
Indonesia was the only other country to come close 
to achieving this target (see table 6). The rates of 
growth in agriculture in the early years of the 
decade were generally lower than during the First 
United Nations Development Decade, exceptions 
being Indonesia and the Republic of Korea, 
although it must not be ignored that in a few in- 
stances output was reduced by design (e.g., Malaysia 
in 1975, when rubber and timber production were 
kept down to maintain stable prices). 


35. There were several countries moreover, in which 
the per capita output of agriculture in the years 


1970-1976 was on the whole no better than 10 to 
15 years previously (see table 7). These included 
countries with large populations such as Bangladesh 
and India as well as a number of other countries 
such as Afghanistan, Burma, Democratic Kampu- 
chea, Nepal and Sri Lanka. Among those countries 
showing an increase in per capita terms, peninsular 
Malaysia did outstandingly well in raising agricul- 
tural yields. 


36. In food production per capita, most countries 
had advanced beyond the 1961-1965 average by 
1976; only two, however — peninsular Malaysia and 
the Philippines — recorded significant gains within 
the present decade. In some countries, the com- 
bination of low food production, low import capa- 


Table 6. RATES OF GROWTH OF AGRICULTURE (AS IN GDP) IN REAL TERMS 


(percentage) 
Compound annual 
rate of growth Percentage change over previous year 
1961-1970 1970-1975 1971 1972 1973 1974 1975 1975/76 1976 
Burma 1970 pv 180 25 7.4 1.8 —7.4 9.2 (7.3) 
Fiji 1968 pv 23; —0.4? —4.1 —0.8 6.3 —3.5 0.5 Ser, 
India . 1960/61 fc 17 0.1 6.4 —1.3 —7.6 7.8 —3.8 8.0 
Indonesia . 1960 mp 2.7 3.9” 3.7 2.1 5.6 (4.1) 
Malaysia . 1970 prices oo a9 5.5 2.8 14.2 6.4 it 
Iran 1959 fc 4.4 4.0 —6.7 9.0 oy! 5.9 6.8 
Lao PDR . 1968 prices 1.0 0.0¢ 0.0 —0.5 0.5 a ae 
Pakistan 1959/60 fc 5.6° 0.3° —3.1 3.5 ey, 1.3 —2.0 4.0 
Philippines 1967 fc 4.1 2.6 0.1 1.0 Ted, 0.5 4.1 ink 
Republic of Korea 1970 mp 3.7 4.4 3.3 1.7 3.6 5.8 7.1 
Sri Lanka 1959 fc 3.0 1.1 —2.8 5.0 2.6 5.0 1.2 
Thailand . 1962 mp 6.0 4.3 5.4 0.8 10.6 2 4.5 3:25 
Sources: United Nations, Yearbook of National Accounts Statistics. 
Monthly Statistics of Korea, January 1976. 
The Bank of Korea, Economic Statistics Yearbook 1976. 
Statistical Pocket Book of Indonesia, 1970 and 1971. 
Monthly Statistical Bulletin of Indonesia, September 1975. 
Bank Markazi Iran, Bureau of National Accounts, National Income of Iran 1338-1350 (1959-1972), Mordad 1353. 
Bank Markazi Iran, Annual Report and Balance Sheet 1351 and 1353. 
Government of Pakistan, Monthly Statistical Bulletin, April 1972, July and August 1975; Pakistan Economic Survey 1975-1976, 
(Islamabad, 1976). 
Central Bank of Ceylon, Annual Report, 1970, 1974, 1975. 
Fiji Current Economic Statistics, January 1975. 
Philippines, The Statistical Reporter (Manila), April-June 1969, 
NEDA, Statistical Yearbook, 1974. : 
Government of Thailand, National Income of Thailand 1969-1970; 1976 (Office of the National Economic and Social Develop- 
ment Board), Bangkok, 1976. 
Government of India, National Accounts Statistics 1969/70-1972/73; Economic Survey 1975-1976. 
The National Income of Laos, 1968-1972, preliminary estimates. 
Central Bank of the Philippines, Forty-seventh Annual Report 1975 (Manila, 1976). 
Third Malaysia Plan 1976-1980 (Kuala Lumpur, 1976). 
Note: Parentheses denote an estimate, py — producer’s value, fe —-factor cost, mp — market prices. 
* 1963-1970. 
» 1970-1974. 
© 1968-1970. 
4 1970-1972. 


© 1969/70-1974/75. 
Pakistan and Bangladesh. 
© Estimated. 
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cities and depleted world stocks!? must have resulted 
in the diminuation of total food supplies in the 
mid-1970s as compared with a decade earlier.1% 
Production of rice — the staple agricultural commo- 
dity in the ESCAP region — had progressed rather 
little by 1975 as compared with the early 1960s. In 
Bangladesh, Burma, Democratic Kampuchea, Nepal, 
the Socialist Republic of Viet Nam and Sri Lanka 
domestic rice output had increased by less than a 
quarter over the whole period of production in 1975 
as compared with the 1960-1965 average. Wheat 
and maize did somewhat better in the major pro- 
ducing countries over this period, but in India the 
levels of both in 1975 were below those of three 
years earlier. In Indonesia, the output of maize in 
1975 and 1976 was below the average level during 
the period 1961-1965. 


37. In 1976, the foodgrain production situation cer- 
tainly improved in several countries, while none 
suffered sharp falls in output of these three major 
crops. In India, wheat tonnage is estimated to have 
risen by over 11 per cent, in Iran, both wheat and 
rice increased to record levels; rice production in 
Democratic Kampuchea has recovered from the low 
levels recorded throughout the decade; rice produc- 
tion in the Republic of Korea rose 10 per cent and 
in peninsular Malaysia, the Philippines and Sri 
Lanka by more than 7 per cent; in Pakistan, wheat 
production rose by over 9 per cent. 


38. There are four non-food agricultural products 
for which the ESCAP region as a whole produces 
the bulk of the world output: coconut, jute and 
jute-like fibres, rubber and tea. Among the four 
commodities, tea and jute are sold in markets which 
are expanding very slowly or declining. Tea output 
in India has been increasing while in Sri Lanka it 
has remained virtually static. In the case of jute, 
output either declined or remained static. In con- 
trast, natural rubber output has gone up in India, 
Malaysia and Thailand, although in Indonesia and 
Sri Lanka it has not shown much growth. There 
has been an increase in the output of coconuts in 
most countries, but they exclude Fiji, Indonesia, 
peninsular Malaysia and Sri Lanka. In Malaysia, 
however, the output of palm oil has expanded nearly 
25 per cent per annum during the period 1970-1975. 


39. Diversification of agricultural production was a 
clearly observable feature in most countries in the 


12 Total cereal stocks as a proportion of world consumption fell 
from 19 per cent in 1971/72 to 12 per cent in 1974/75, recovering 
slightly the following year to 13 per cent. FAO estimates, however, 
that in 1976/77 stocks of wheat and coarse grains will rise quite 
significantly. 

13 In Sri Lanka for example, the availability of all foodgrains fell 
from 1,901,000 tons in 1970 to 1,738,000 tons in 1974 and the supply 
pSorig fell from 23.4 kg per person per year in 1971 to 4.6 kg in 
1974. 


region. Apart from the attempts at developing 
fisheries and livestock, there were several successful 
attempts at diversifying crop agriculture itself. In 
some instances these policies were reactions to con- 
ditions imposed from outside such as a freeze in 
import capacity. Perhaps, the clearest example is 
Sri Lanka, where there was a rapid growth in output 
of vegetables in the early years of the decade as a 
consequence of a contraction in imports of these 
items. There was a further upsurge in the output 
of tubers and other substitutes for the staple food, 
rice, when its supply fell considerably in 1973. In 
several other countries new crops were introduced 
more as a matter of deliberate policy. Cases in 
point are the oil palm in Malaysia, maize in Thai- 
land and rice in Fiji. In all these instances, the 
new crops have provided a force of strength to the 
agricultural sector. 


40. The performance of Asian agriculture must be 
viewed in the light of the adverse circumstances that 
have prevailed during the current decade. The early 
years witnessed a high incidence of flooding, drought, 
disease and typhoon and climatic conditions general- 
ly took their toll on agricultural production. Then, 
in the wake of the oil price rises, many countries 
were forced to cut back drastically on purchases of 
fertilizers. 


41. It is the relative absence of such adversity that 
has contributed to much improved crop out-turns in 
1975/76 and 1976/77. However, FAO remains gen- 
erally pessimistic regarding future cereals deficits in 
developing ESCAP countries. By 1985, it is estimat- 
ed that the domestic production shortfall in cereals, 
as a proportion of consumption, will be 11 per cent 
in India, 17 per cent in the Philippines, 30 per cent 
in Bangladesh, 35 per cent in Iran, 38 per cent in 
Sri Lanka and 41 per cent in the Republic of Korea. 


42. Asian agriculture still seeks a springboard for 
future rapid expansion, particularly of food crops. 
The accumulation of stocks is one means of tiding 
over supplies to provide for lean years!4 but such 
measures do not supplant the need for more funda- 
mental changes. 


43. Malaysia has pursued an active policy of land 
development and settlement under the Federal Land 
Development Authority and its allied agencies. 
During 1971-1975 it was planned to open up more 
than 1 million acres for cultivation. The countries 
of the Indo-Chinese peninsula have substantial agri- 


14 Tn India, two years of good harvests have enabled the country to 
build up foodgrains stocks of about 20 million tons, much higher than 
ever before. The Government has chosen to continue food imports 
— at a time when foreign reserves are at a high level — in order to 
facilitate the stock-building process and now the maximum levels that 
can be securely stored have been reached. 
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cultural areas which need costly rehabilitation. 
During the Fourth Plan period, in China, there are 
reports of substantial increments to cultivable land.'® 
With the limit to expansion of land in many coun- 
tries, attempts have been made to increase the in- 
tensity of land use. Two or more crops a year are 
being grown during the year in place of one, there 
is more intercropping, cattle are being raised on 
land with a standing crop (such as coconut) and 
mixed farming is being practised; in various ways 
the productivity of land is being increased. 


44. The use of high-yielding varieties (HYV) is one 
area where progress has slowed significantly since 
the beginning of the decade (see table 8) although 
gradually wider use is being made of new varieties.1* 
By 1974/75, wheat HYV had spread to some 62 
per cent of the sown area in South and East Asia, 
while the penetration in rice was lower: 26 per cent. 
In Nepal, HYV penetration in wheat has continued 
to grow steadily, reaching high levels, while in 


15 It has been reported (Peking Review, 2 April 1976) that, during 
1975/76, 2.0 million hectares were added to irrigated and improved 
land. 

16 Data as given in Dana G. Dalrymple: “Development and spread 
of high yielding varieties of wheat and rice in the less developed 
nations” (mimeo.), August 1976. They cover dwarf and semi-dwarf 
fertilizer-responsive varieties developed by CIMMYT, Mexico and 
IRRI, the Philippines and direct descendants of these varieties deve- 
loped in national breeding programmes. 
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Bangladesh, considerable progress was made up to 
1973/74 although there is still much scope for ex- 
tension. HYV rice penetration has reached com- 
paratively high levels in the Philippines, Sri Lanka, 
Indonesia and Pakistan, but in the latest year of 
data, the further spread was limited. There con- 
tinues to be an urgent need for research in appro- 
priate varieties for monsoon rice and cash crops and 
the .dissemination and quality control of improved 
seeds. The introduction and spread of HYVs have 
led to increasing mechanization. Of the over-all 
impact of such mechanization on displacement of 
labour, only an indeterminate picture is available. 
There has however been widespread recognition of 
the need for selective mechanization. 


45. During the first half of te decade several coun- 
tries in the region undertook important additions to 
their irrigation supply capacity. There continued 
to be substantial tapping of ground-water supplies 
and expansion and renovation of minor irrigation 
channels; however, the increase in oil prices ad- 
versely affected programmes like tube-well expan- 
sion. There is growing recognition of the need to 
exploit more fully the potential created by the head- 
works through greater attention to water manage- 
ment and the removal of socio-economic factors in- 
hibiting such exploitation. 


Table 8. PROPORTION OF TOTAL WHEAT AND RICE AREA PLANTED TO HIGH-YIELDING 
VARIETIES IN SELECTED ESCAP COUNTRIES, 1965/66-1974/75 
(in percentages) 


Country 


1965/66 1966/67 1967/68 


Wheat 
Bangladesh 
India. 
Nepal . 
Pakistan’. 
South and East ‘Asia 
Rice 
Bangladesh 
Burma . 
India 
Indonesia “ R 
Lao People’s Democratic 
Republic 
Malaysia 
Nepal 
Pakistan 
Philippines. 
Republic of Korea . : 
Socialist penis of Viet Nam> 
Srilanka’, -. ‘ 
Thailand® . . 
South and East ‘Asia 


—_ 0.2 

10.0 14.7 20.6 
0.3 

1.2 


Source: 
August 1976. 
* Based on unofficial estimates of HYV area. 


Crop year 
1968/69 1969/70 1970/71 1971/72 1972/73 1973/74 1974/75 
(preliminary) 

12 7.6. 11.3 11.8 17.7 23.1 23.4 
30.0 30.1 35.9 41.1 51.4 57.4 61.7 
25.9 33.5 43.0 52.3 65.6 75.5 84.9 

38.0 43.0 52.3 56.7 56.5 59.0 62.5* 
61.7 
1.6 2.6 4.6 6.7 11.1 15.6 14.9 
3.3 2.9 2.6 3.6 4.2 5.1 6.4 
7.3 11.3 14.6 19.3 23.2 25.6 29.9 
2.4 10.4 11.0 15.8 22.8 36.6 40.3 

0.3 0.2 6.0 3.3 5.5 nee 

20.1 26.4 30.9 35.8 37.1 36.7 steps 
3.7 4.4 5.8 6.3 14.8 Wit 18.6 
19.8 29.9 36.6 50.0 43.7 42.1 40.3 
30.4* 43.5 50.3 56.3 54.0 63.4 64.0 
0.2 15.6 Wi hye 25.5 

1.6 8.3 19:9 25.9 32.1 31.1 299% 
1.0 3.9 4.6 10.6 33.2 64.5 52.8 
— 0.4 1.3 4.2 5.0 5:5 
26.4 


Dana G. Dalrymple, “Development and spread of high yielding varieties of wheat and rice in the less developed nations” (mimeo), 


Information relates to only that part of the country formerly under the administration of the Republic of South Viet-Nam, 
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46. From the beginning of the decade, inorganic 
fertilizer consumption increased rapidly in several 
developing ESCAP countries, not only among more 
intensive users — such as Malaysia and the Republic 
of Korea — but also low ones — such as Afghanis- 
tan, India, Indonesia, Iran, Nepal and Pakistan. In 
1974/75, however, consumption in the ESCAP re- 
gion failed to increase for the first time in 10 years. 
Mainly, this was due to a decline in consumption 
among major agricultural countries such as China 
(slightly), India (—8.7 per cent) and even Japan 
(—8.4 per cent). However, consumption did in- 
crease quite significantly in Indonesia, Iran, Malay- 
sia, the Republic of Korea, Sri Lanka and Thailand. 


47. Credit to agriculturalists, particularly small 
farmers, continues to be dependent on the informal 
as well as on the formal markets as credit supplies 
in the formal market often serve only a limited range 
of requirements. In general, commercial banks have 
not proved a successful means in spite of special 
assistance and encouragement by some governments 
and of central bank guidance and, in some South 
Asian countries, nationalization. Many countries 
have used co-operative societies as distributors of 
credit, running them as multipurpose institutions; 
however, in spite of various reforms, they continue 
to serve the interests of the rural elite. 


48. The volatility of price movements of agricul- 
tural commodities in recent years has brought forth 
various policy reactions from governments. On the 
domestic front these included a rise in support or 
procurement prices to compensate for the rise in the 
production costs or to encourage higher procure- 


ments in the face of import restrictions; government . 


prices for rice increased substantially in India, 
Pakistan, Bangladesh and Burma in 1974/75 and 
in India and Burma in 1975/76, while the rises were 
modest in Indonesia, the Philippines and Sri Lanka 
in both years. On the other hand, in the case of 
rice in Thailand, where it is also a major export 
item, domestic prices have been kept down and 
supplies diverted to the home market through taxes 
on exports. 


49. The basic rural institution is the ownership pat- 
tern of land itself, and it has come to be recognized 
in many countries that inequitable land distribution, 
apart from being socially undesirable, is also un- 
economic. Where improved technology and inputs 
are channelled to the larger farmers — by virtue of 
their ability to pay and greater weight within a rural 
community — resources may be less effectively used 
(e.g. yields per hectare are often lower).!7 More- 


a See evidence for Sri Lanka, Thailand and Indonesia in Keith 
Griffin, The Political Economy of Agrarian Change (London, Mac- 
millan, 1974), pp. 37-45. Commonly, output per hectare and out- 
put per quantity of technical input (e.g. fertilizers and pesticides) are 
lower on larger farm-holdings; productivity (output per man) may 
be lower too. 


over, the surpluses generated by larger farmers are 
more likely to be diverted away from the agricul- 
tural sector, thus draining it of investment resources. 


50. In the ESCAP region, there have beer several 
attempts at reducing the disparities in the distribu- 
tion of the ownership of land. Bangladesh enacted 
land reform legislation in 1972, although success in 
implementing these measures has been reportedly 
low.18 India has attempted to enforce, with greater 
vigour, the land reform measures which have been 
enacted for some time, and it is probable that more 
has been achieved since 1975 than during many 
years previously. In Pakistan 2.8 million acres have 
been taken over by the Government under the Land 
Reform Laws of, 1973 and 1.3 million acres had been 
distributed among the landless!9 up to 30 April 1976. 
In the Philippines, in 1972, tenants on rice and 
maize lands were legally deemed to be owners; this 
measure would affect nearly 1 million tenants and 
1.5 million hectares.2° Far-reaching changes have 
been brought about in Sri Lanka under the Land 
Reform Laws of 1972 and 1975, whereby a sub- 
stantial proportion of the cultivated land has been 
distributed among the landless, another part assigned 
to group or co-operative farms and still another 
managed as State enterprises.21_ In Thailand, the 
Land Reform Bill for agriculture was passed in 
early 1975. In addition, there have been attempts 
in several countries to regulate the relations between 
landlord and tenant, without interfering with the 
ownership pattern. 


2. Nutrition 


51. Until 1975, the failure of domestic food produc- 
tion in many countries to increase faster than popu- 
lation growth, combined with declining food aid and 
import capacities due to balance of payments difficul- 
ties, has meant that little progress has been made 
in the developing ESCAP region towards raising 
nutritional, intake above persistently low average 
levels. Increased harvest out-turns in 1976 will have 
brought about some small improvement, especially 
in the more populous countries, but nutrition re- 
mains one aspect of economic development’s race 
against time where there is little cause for optim- 
ism. 


52. Only in a very few developing ESCAP countries 
to average nutritional levels comfortably exceed 


18 TN. Mukerji, “Agrarian reforms in Bangladesh”, Asian Survey, 
vol. XVI, No. 5, May 1976. 

Pakistan Economic Survey, 1975/76 (Islamabad, Finance Divi- 
sion, 1976), p. 30. 

20 For progress in implementing this law see, R. J. Cheetham and 
E. K. Hawkins, The Philippines, Priorities and Prospects for Develop- 
ment (Washington, D.C., IBRD, 1976), pp. 477 et seq. 

21 Central Bank of Ceylon, Annual Report, 1974,1975. 
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minimum health requirements: the Republic of 
Korea is‘ an example. In many countries, calorie 
intake per capita had barely progressed, or was 
even lower in 1974 compared with the first half of 
the 1960s; this was true of India, Bangladesh, Nepal, 
the Philippines and Sri Lanka. 


53. However, there is great danger attached to 
gauging nutritional levels from date of national 
averages. Because of the highly skewed distribution 
of available supplies of food within many of the 
devéloping ESCAP countries, significantly more than 
half the population receive less than the amounts 
indicated as national averages of food intake, which 
themselves often fell short of estimates of minimum 
required levels. 


54. These developments have underlined the urgency 
of raising domestic food production and of ensuring 
that distribution of available food supplies within 
countries is not dictated by criteria of ability to 
pay for, or even ability to grow, food. Also there 
is perhaps scope for ESCAP countries to examine 
carefully the means by which nutritional needs may 
be satisfied through the consumption of a broader 
range of locally grown commodities, of which tubers 
and dark-green leafy vegetables are only two 
examples. 


D. GROWTH IN MANUFACTURING 


55. Viewed against the background of the 1960s, 
the growth of manufacturing output in the developing 
ESCAP economies appears to have accelerated 
modestly during the first half of the 1970s. This 
pattern resembles that of developing market econo- 
mies generally, but contrasts with the performance 
of developed market economies. 


56. Despite the broadly favourable performance of 
the key industrial sectors in developing ESCAP 
economies, there have been wide variations in the 
performance of the manufacturing industry from 
country to country. The reasons for the variations 
in patterns are diverse, as might be anticipated given 
the considerable economic diversity among the 
developing countries in the region. Summary data 
have been assembled in table 9 in order to display 
both the broad patterns and the inter-country varia- 
tions. 


57. As a point of reference, the target growth rate 
for industrial production stipulated in the Inter- 
national Development Strategy for the Second United 
Nations Development Decade was set at 8 per cent 
per annum. Since the announcement of this target, 
the Lima Declaration of 1975 adopted by the Second 
General Conference of UNIDO has expressed cor- 
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responding targets in terms of shares of world in- 
dustrial output. The Lima Declaration has sighted 
upon an ambitious one-fourth of world industrial 
output by the turn of the twentieth century. 


58. The annual rates of change in manufacturing 
production in individual ESCAP countries show that 
in several countries during the 1960s, manufacturing 
sectors expanded at very high rates. For the coun- 
tries for which data are available for the first half 
of the 1970s, lower rates of manufacturing growth 
aré typical. However, the period 1970-1973 appears 
to be one of accelerated growth in manufacturing 
for a majority of the countries. The impact of the 
world-wide depression is visible in 1974 and 1975 
in about half of the economies for which it has 
been possible to obtain information. 


59. There has been considerable variation from 
country to country in the impact on the manufac- 
turing sector of the international recession. Coun- 
tries which depend on primary products exports were 
generally strongly affected by the downturn, es- 
pecially perhaps because it followed in the wake of 
an explosive commodities boom. The impact on the 
manufacturing sectors in these countries was largely 
indirect; direct effects stemmed mainly from sharp- 
ly rising costs of manufacturing inputs. Others 
which depend more importantly upon the export of 
manufactures seem by and large to have suffered 
rather mildly. Still others, such as India and Pakis- 
tan, for which exports do not contribute heavily to 
GDP have suffered the ill effects of rising costs of 
investment goods and the increased prices of petro- 
leum products. 


60. Although few countries survived 1975 unscath- 
ed, by mid-1976 industrial recovery was well under 
way in several, despite the slow pace of revival of 
the industrial countries outside the region. As the 
Indian economy began to recover in 1975, with the 
record harvest in foodgrains, industrial production 
began to improve and by mid-1976 a rapid upswing 
was under way. Power shortages had begun to be 
relieved, exports of engineering and other products 
rose significantly while labour unrest diminished. In 
Pakistan, the monsoons brought near-record harvests 
with the exception of cotton, a major industrial 
input. Recovery of textile mill production from a 
recession brought on by the decline in world market 
demand for cotton fabrics and in their prices, re- 
mained slow. Performance of most other industries 
improved considerably as the production index re- 
veals. 


61. In both India and Pakistan, measures were 
taken by the government to support the recovery. 
Particularly in India, monetary and fiscal manage- 
ment brought price stability, while in Pakistan, the 
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Table 9. GROWTH OF MANUFACTURING PRODUCTION IN SELECTED ESCAP 
COUNTRIES, 1960S AND EARLY 1970s 
(percentage per annum) 


ee 1960s 1970-1975 1970-1973 1973 1974 1975 (few half 

Developing ESCAP . 6.0 62 6.6 9.0 5.8 5.5 1S 
Developing ESCAP economies 
Indias ts at eed Cea Oe). 5.8 3.0 3.9 4.7 0.9 2.7 9.5 
Malaysia (peninsular) . (2.3) 14.0° 10.9 13.1 21.0 15.3 0.0 11.4 
Pakistan’ 4.-° Satatinuc (9.1) 10.8° 3.8 6.9 6.1 —1.6 —0.6 4.6 
Philippines?) (ye 3< ee (6.4) 5.6 5.5 10.3 10.7 —2.3 —0.8 cBle 
Republic of Korea... (9.4) 16.3 23.5 23.6 37.5 29.9 16.9 28.9 
Singapore Pe eelys.:: P (2.0) 16.1° 11.3 18.2 17.0 4.2 —2.3 9.5¢ 
SritLanka® soy. awmeeeen (1.0) 20.3" 5.6 3.4 —45 2.3 15.5 =: 
Burmar icone (1.2) 2.73 7 0.8 —1.4 —0.6 os 
Hong, Kong’) ¢ssen. (5.3) Ei 5.0 7.1 10.1 —3.3 qe, 
Indonesia’ Be EERE (4.4) 4.4 one 95 15:2 16.1 Sire 
Iran''* IGR. KONE (12.3) 12.8 7 16.7 17.7 18.3 16.9 
Mongolia: ic) a-tas — 10.0" 9.2 10.2 8.9 8.2 6.9 eee 
Thailand esses ee ee (5.5) 10.7 10.6 14.0 13.8 4.2 6.9 750 
Developed ESCAP economies 

Australia “c)est cee ai yi ke 2.1 5.4 9.3 —6.8 0.9 0.72% 
Japaneses 2a ee eee 14.0° 2.4 8.7 16.4 —3.1 —11.3 11.94 
New'Zealand. .° ./ |. 6.3 15.7° Sie see Soe 


Sources: United Nations Monthly Bulletin of Statistics, October 1976; United Nations Yearbook of National Accounts Statistics, 


1974; National sources. 
Notes: 
are unofficial estimates. 


Annual percentage changes in indexes of manufacturing production, with exceptions as indicated. Italicized figures 


* Estimated from 1970 value-added by manufacturing converted to a common currency. 


» 1968-1970. 

© East and west wings before 1970. 

4 Three quarters. 

* 1966-1970. 

* Four quarters. 

© Gross value of output at constant prices. 
® 1964-1970. 

! Value-added at constant prices. 
41963-1970. 


* Includes mining and manufacturing; excludes petroleum. 


'Data from central planning authority. 
™ 1965-1970. 

" Preliminary, whole year. 

° Broken series. 


P 1970-1972. 


rate of inflation was reduced to one-digit levels. 
Government and private savings began to increase 
and with them industrial investment began to re- 
cover in 1975/76. Stabilization of prices in Bang- 
ladesh was also conducive to improvement in indus- 
trial activity. Though exports of raw jute and jute 
manufactures increased in value as world markets 
were restored, recovery in other industries was gen- 
erally slow or wanting. 


62. Recovery of the industrial sectors of the ASEAN 
economies, while far from uniform, was fairly gen- 
eral in 1976. After zero growth in 1975, industrial 
production in Malaysia appears to have advanced 
at unprecedented rates during the first half of 1976. 
Manufacturing growth in Thailand accelerated 
modestly in successive years to 1976, while Singapore 
reversed the decline of 1975 and the Philippines 
recovered from two years of industrial decline. 
Partial returns from Indonesia show gains in manu- 
facturing output over a broad array of industries 


in 1975/76. While industry in Indonesia is pre- 
dominantly geared to home-market demand, rfe- 
covery of manufactured exports shared importantly 
in the nascent upswing in the other ASEAN coun- 
tries. Hong Kong’s manufacturing recovery in 
1975/76 was predictably based on improved exports. 
Manufacturing performance in the Republic of Korea 
can scarcely be said to have suffered from the reces- 
sion; the growth rate of manufacturing production 
fell from near 30 per cent in 1974 to a mere 17 
per cent in 1975, recovering to 29 per cent in the 
first half of 1976. 


1. Manufacturing and structural change 


63. The rapid rates of manufacturing growth which 
have occurred in many countries in the region over 
the past decade or more reflect a part of a sym- 
biotic process. Other commodity-production sectors 
have developed concomitantly, some of them for 
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longer or shorter periods at rates exceeding those of 
manufacturing, Rates of growth in the output of 
the mining, construction and utilities industries have 
not infrequently been higher than those in manu- 
facturing. Where manufacturing production has 
grown rapidly, it has usually displayed the charac- 
teristics of a leading sector, from which growth 
impulses emanate, stimulating growth elsewhere in 
the economy. Cause and effect are interwoven in 
this process of cumulative causation. 


64. Structural change may be variously measured; 
the most accessible measure is to compare the shares 
of the several sectors over a time period sufficient 
to permit meaningful differences in sectoral struc- 
ture to emerge from the growth process. Generally 
a period less than a decade is likely to be insufficient 
to permit substantive changes in economic structure. 
However, when growth rates are relatively high, this 
rule-of-thumb may perhaps be applied fairly flexibly. 
Table 10 presents the share of manufacturing in 
gross domestic product at three points of time: 
1965, 1970 and 1975. In most of the economies 
listed in the table, what would appear to be signi- 


15 


ficant changes in the share of manufacturing have 
taken place.22 In a few instances the change is 
negative: for India in the period 1965-1970, and for 
Pakistan, Sri Lanka and Burma in the period since 
1970. 


65. Clearly, neither sub-period is sufficiently long 
to permit much in the way of meaningful structural 
change; some of the recorded changes may be 
ephemeral. Except for Malaysia and Pakistan, for 
which the geographical coverage differs between the 
two periods, the comparison of the manufacturing 
shares of GDP is more appropriately made over the 
whole 10-year period. Rapid rates of manufacturing 
growth have produced marked changes in several 
economies. As the countries have been listed in 
descending order of the rate of manufacturing growth 
in the 1965-1970 period, the larger changes in the 
manufacturing share of GDP tend to cluster at the 
top of the list. 


22 It may be noted that these shares are reckoned from value added 
data at constant prices. The percentage shares will therefore not often 
be precisely the same as the corresponding ratios in data at current 
prices. 


Table 10. SELECTED ESCAP DEVELOPING 
ECONOMIES: CONTRIBUTION OF MANUFACTURING 
TO GROWTH OF TOTAL REAL PRODUCT, 1965-1970 AND 1970-1975 


Growth rates 
(percentage per annum) 


1965-1970 1970-1975 


Republic of Korea . . Mfg 21.3 18.6 
GDPfc 10.6 
SigADOre Mee i Mig 19.7 1 
GDPmp 12.9 
Franeeson se, SMEg™ 13.4 
GDPfc 11.1 
Mubaland sta ato 2 oee cae Mig: 10.8 
GDPfc 8.7 
Malaysia®= -S2,...°% \s Mfg 9.9 
GDPfc 5D 
Pakistatts | t atcel cows 3 ite 7.8 
GDPfc al 
Sevalankavyrs 2 syste) A Mee 7.3 
GDPfc 5.3 
Midoncsiismee te te ites 7.2 
GDPfc 5.8 
Philippines? . . . . Mfg 6.8 
: , GDPfc 4.6 
PNG la we Soe ec Mig 3.5 
NDPfc 4.6 
Burmaeec ees 4°. 06 Mig 2.8 
GDPfc 1.8 


XS 
a 


1 
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Share of manufacturing 
in GDP growth 
(percentage) 


1965 1970 1975 1965-1970 1970-1975 
12.0 19.1 28.4 29.9 44.4 


Share of manufacturing in GDP 
(percentage) 


15.3 20.5 21.5 26.8 23.2 
12.4 13.8 19.8 15.6 31.2 
15.5 17.1 20.1 20.0 28.5, 
10.4 (i) 12.8 14.3 20.4 19.3 


(ii) 12.2 

10.7 (i) 12.1 15.3 17.0 11.4 
(ii) 16.0 

12.4 13.6 13.1 17.9 9.5 

8.4 9.3 10.5 10.6 13.9 


17.5 19.4 20.9 26.9 27.3 
16.8 16.1 16.9 12.4 25.5, 
10.3 10.7 10.0 15.6 3.6 


Sources: United Nations, Yearbook of National Accounts Statistics, 1975; United Nations, Monthly Bulletin of 


Statistics; National sources. 


Notes: GDP = Gross domestic product; GNP = Gross national product; NDP = Net domestic product; 
fc = Factor cost; mp = Market price. All rates based upon constant price product data. Countries 
listed in order of manufacturing growth rates during 1965-1970. Differences between growth rate 
figures in this table and in table 1 may be explained by the use of different sources, and by subsequent 
revisions of published data. In the case of Iran, no satisfactory GDP deflator series has been com- 


puted and data are provisional. 


* Includes mining; excludes petroleum sector. 


> (i) 1965-1970: peninsular Malaysia; (ii) 1970-1975: Malaysia. 
© (i) 1964/65-1969/70: East and West Wings; (ii) 1969/70-1974/75: present-day Pakistan. 


4 Terminal year: 1974. 
© 1965/66-1969/70-1974/75. 
£ 1964/65-1969/70-1973/74. 
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66. A convenient though admittedly rough measure 
of the importance of manufacturing in the growth 
of total product is found in the right-hand columns 
of table 10. These percentages.show the share of 
manufacturing in the increment to GDP over the 
stated periods. This measure reflects more clearly 
all three components of the relationship: the share 
of manufacturing in GDP in the initial year, the rate 
of growth of the manufacturing sector and the cor- 
responding rate of growth of non-manufacturing. 
The last of these is implicit in the relative rates of 
growth in manufacturing value added and in total. 
Again, the larger proportions tend to cluster near the 
top of the table because of the original ordering by 
growth rates in manufacturing. The influence of 
the initial size of the manufacturing sector is high- 
lighted in these columns in respect of India and the 
Philippines. 


2. Changes within manufacturing 


67. Differences in resources endowment and tech- 
nology, in patterns of domestic demand and in the 
amount of production for export will all influence 
the relative importance of sub-groups within the 
industrial sectors of developed and developing coun- 
tries alike. Characteristic of the manufacturing 
structure of developing economies is the predomi- 
nance of consumer goods industries; the subordinate 
position of the engineering and metal products in- 
dustries contrasts with the pattern typical of indus- 
trially developed economies. 


68. A comparison of the percentage share of manu- 


facturing in GDP in the 1960s with that in the 


1970s shows an increase in virtually all the develop- 
ing ESCAP countries for which data are available. 
Changes are also apparent in the relative importance 
of several industry groups within manufacturing. 
The food, beverage and tobacco products group is 
relatively large where the manufacturing sector is 
small. As the manufacturing sector has grown, the 
foods, beverage and tobacco group has typically 
declined in relative importance. In contrast, the 
relative size.of the textile, garment and leather pro- 
ducts group typically increased between the 1960s 
and the 1970s. At the other end of the spectrum, 
the industry group producing basic metals, metal 
products, machinery and transport equipment have 
expanded with the growth of the manufacturing sec- 
tor. Demand for the output of these groups and 
others, such as chemicals, rubber products and petro- 
leum refining, can be expected to grow as the size 
and complexity of the manufacturing sector increase. 


69. During the 1960s and the 1970s, the shares of 
both the metals and the engineering industries ex- 
panded with the growth of manufacturing sectors in 


developing ESCAP economies; in several countries 
this growth was exceptionally rapid in the 1970s. 
Nevertheless, certain reservations are necessary in an 
assessment of the economic significance of these 
changes. Production indexes for the machinery, 
electrical machinery and transport equipment indus- 
tries in the five economies which displayed the 
greatest increases in these groups reveal that the 
electrical machinery industry expanded more rapid- 
ly than any other during 1970-1975. In the years 
since the mid-1960s, the assembly of radios, televi- 
sion sets and of electronic components for other 
equipment, manufactured in industrial countries, has 
come to dominate the electrical machinery indus- 


try in many countries of East and Southeast Asia. 


The assembly of electronics components, using cheap 
labour and imported parts and exporting the com- 
pleted sub-assembly, is a part of an international 
‘putting-out’ system with minuscule linkages to other 
production units within the economy. 


70. At rates of growth second only to electrical 
machinery in many developing ESCAP countries, 
the transport equipment group has expanded rapid- 
ly in recent years, with motor vehicle assembly 
frequently predominating. Lacking a substantial 
proportion of local content in most countries, inter- 
industry linkages are consequently few. Although 
automotive assembly has clearly greater potential 
spread effects than electronics component assembly, 
yet its contribution to interdependent industrial 
growth is relatively small. The rapidly increasing 
shares of total manufacturing output from such 
industries as these gives a misleading impression of 
the strength of manufacturing growth and structural 
change. 


E. SOCIAL DEVELOPMENTS 


71. The current decade has witnessed the pursuit 
by developing ESCAP countries of a trend towards 
greater central government responsibility for social, 
as well as material, development on a broad basis. 


72. Social expenditure by central governments — 
including the fields of education, health and welfare 
— assumes the same comparative importance in 
many developing ESCAP countries as in their deve- 
loped counterparts. Allocations to social services 
account for 7 per cent or more of GDP in Australia 
and New Zealand, as well as in Hong Kong, 
Pakistan and Malaysia; and for between 4 and 6 per 
cent in Japan, India, Iran, Singapore, Sri Lanka 
and Thailand. At the other end of the scale lies 
the Philippines for which the corresponding figure 
is less than 3 per cent. In terms of dollars per 
head of course, the differences remain very wide. 
In 1974/75, social expenditure was about $US200 
per head in Japan, against $US12 per head in India. 
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73. The pattern of priorities accorded by individual 
governments is illustrated by the respective percent- 
ages of total government expenditure assigned to 
education, health and welfare. Out of 10 
developing ESCAP countries, all devoted the highest 
proportion of their central budgetary expenditure to 
education, although this share varied widely. 


74. In recent years, there has been a tendency for 
social spending budgetary allocations to rise pro- 
portionately in Japan, Malaysia, Thailand, Singapore 
and Hong Kong, although it is never very clear 
whether budget spending decisions, particularly on 
individual items, are in response to primarily 
economic or political factors. However, some 
governments have taken conscious decisions to 
divert proportionately more revenues to social ends, 
among which Thailand and Hong Kong are recent 
examples. 


75. In reality, budgeter allocations of resources 
devoted to different fields of social expenditure do 
not accurately reflect either size or progress since 
there are large variations between and within 
countries in the quality of the social services pro- 
vided, as well as in the proportions of the population 
with access to them. However, tangible indicators 
of progress in education, health and welfare, and 
housing would appear to reflect that in fact only 
limited progress has been made on these various 
fronts since the beginning of the decade. 


1. Education 


76. It is difficult to gauge true “progress” in 
educational standards without some detailed 
knowledge of qualitative changes and also the 
spread of educational facilities to less privileged 
areas within individual countries. In the absence 
of such information, however, a superficial impres- 
sion may be gained from statistics of enrolment. 
These provide evidence that since 1970 a higher 
proportion of children in the ESCAP region has 
been enabled to avail themselves of education at 
the three different -age-levels as classified by 
UNESCO, although wastage continues at high levels 
in some countries. 


77. The enrolment ratio at primary level in the 
region as a whole rose more than 1.5 per cent from 
1970 to reach 78 per cent in 1974. These figures, 
however, are weighted by the inclusion of the 
developed countries of the region. In the group 
of countries comprising Afghanistan, Lao People’s 
Democratic Republic, Nepal and Papua New Guinea 
the ratio in 1974 had risen slightly but stood at 
only 30 per cent. In another group comprising the 
Republic of Korea, Malaysia, the Philippines, 


Singapore, Sri Lanka and Thailand —the ratio in 
1970 was below the level of 1965, although it was 
above 97 per cent. (There is also wide variation 
among countries of the ESCAP region with regard 
to the entrance age to formal schooling. In only 
three developing countries it is as early as 5 years — 
Bangladesh, India and Pakistan). 


78. At the second level of education, enrolment 
ratios rose for all countries within the region, 
although over-all growth was slower in the period 
1970-1974 than during the previous five years (ex- 
cluding the developed countries). In the former 
group of countries, however, the average ratio was 
still below 10 per cent in 1974. At the third level 
a similar pattern emerges, with a rise in enrolment 
ratios, but a slowdown in growth, except for the 
later group of countries.” 


79. Despite the hopeful signs of progress indicated 
by enrolment data — as well as the fact that literacy 
rates are generally on a slowly rising trend in the 
region — there is also partial evidence of stagnation 
and decline in educational quality. For example in 
India, where enrolment growth has been particularly 
rapid, the student:teacher ratios have also been 
rising. Nor is the country alone in this respect. 
Again, resources expended per student have 
stagnated in real terms in many countries during 
the 1970s and the dominant rural sector remains at 
a disadvantage compared with the urban in terms 
of educational opportunity. 


80. In fact, the greatest progress in the educational 
field has probably been in a so far intangible form, 
through an increasing realization by governments of 
the region of these problems of quality and the re- 
levance of education to the development process. 
Most graphically, educational incompatibility is 
seen in the swelling of the educated unemployed. 
Reports emanating from India, Malaysia, the 
Philippines and Sri Lanka have been able to confirm 
Statistically a phenomenon becoming increasingly 
manifest. Many governments have been prompted, 
therefore, to diversify education at the secondary 
stage — creating vocational, technical, agricultural 
and other emphases better adapted to employment 
needs and opportunities — and to limit the expan- 
sion of education at higher levels. This refashioning 
process is beginning to take local needs and work 
conditions into account and non-formal education is 
also gaining increasing attention, although as yet 
progress is slow. 


23 In the region as a whole enrolment ratios for girls are lower than 
those for boys at all educational levels, although there has been pro- 
gress in narrowing the gap. 
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2. Health and social welfare 


81. Health and welfare profiles for individual 
countries — let alone whole regions — are difficult 
to draw in any meaningful manner. The charting 
of progress therefore must rely to a large extent on 
the behaviour of certain measurable indicators 
which are available for several countries within the 
region. 


82. Within the region, the picture in recent years 
has been one of stagnation. Many reasons can be 
adduced for the static relationship between levels of 
development on one hand and health and welfare 
on the other, according to which most developing 
ESCAP countries are subject to poor health 
standards. But even as economic growth proceeds 
—at best slowly in many cases — there are factors 
ensuring that these standards remain low in Asian 
countries, such as stagnation in food availability, 
rapid urbanization and so on. 


83. Evidence of this lack of progress is not hard 
to find. Infant mortality rates remain at high levels 
in several countries, although crude death rates have 
declined steadily in each of these countries and life 
expectancy has increased. Again, the incidence of 
a widespread disease, malaria — for which detailed 
data are available for many countries —has also 
increased (sometimes sharply) since 1970 in 
Afghanistan, Bangladesh, India, Indonesia, Malaysia, 
Nepal, Pakistan, Papua New Guinea and the 
Philippines. 


84. These adverse trends are in spite of the higher 
percentages of government expenditure being 
devoted to health, compared with the 1960s, and 
the fact that ratios of population to the numbers of 
beds and of medical personnel have moved 
favourably. Essentially, the continuance of poor 
health standards is indicative of a less than optimal 
use of resources available. Some aspects of this 
are the emphasis on curative, as opposed to pre- 
ventive, techniques embodied in the existing hospital 
systems, the inadequate development of indigenous 
medicine systems on which there is continued re- 
liance, and the limited coverage of available medical 
facilities, particularly in rural areas. There is scope 
to widen the participation of rural people in sanitary 
measures through group action and for training of 
people within the rural milieu to undertake health 
care delivery. 


85. Planning of social welfare has increasingly 
taken place in ESCAP countries. In those countries 
which have formulated national development plans, 
social welfare usually occupies a distinct section, 
and those countries having no comprehensive deve- 


lopment plans have formulated social welfare plans 
separately. 


86. A number of countries have also recently 
enacted laws and resolutions in the field of social 
welfare. This new legislation reflects the particular 
social situations of respective countries, but there 
has been an emphasis on the interests of children 
and youth. These laws are often aimed at develop- 
ing social welfare services more systematically, for 
instance through formulating and enforcing standards 
for welfare services under the supervision of govern- 
mental agencies. 


3. Housing 


87. Habitat: United Nations Conference on Human 
Settlements, held at Vancouver in May and June 
1976, drew the world’s attention to the parlous state 
of housing conditions in the developing world. In 
the ESCAP region, it might be more realistic to 
discard the term “progress” when discussing housing, 
in favour of “degree of lack of progress”. The 
absence of reliable data does not conceal the fact 
that in many countries the situation is continuing to 
deteriorate. One of the goals of the First United 
Nations Development Decade was the achievement 
by ESCAP countries of 10 new dwellings per 1,000 
population annually for a concerted period in order 
to alleviate the housing deficit. During the 1960s 
one developing ESCAP country, Singapore, achieved 
this rate; Hong Kong came near to it, Iran and the 
Republic of Korea reached half way, while all other 
countries built at only a small fraction of the rate. 
Even if the target was over-generous, it could be 
confidently assumed that by the early 1970s, the 
housing availability situation in many countries was 
on a worsening trend. In the face of rapid popula- 
tion increase, and urban population growth which 
in some areas is more than double national rates of 
increase, immense efforts are now required to in- 
crease building rates to levels aimed at reducing 
deficits of an alarming size. : 


88. In 1960, it was estimated that the backlog of 
needs in the Asian region was 22 million dwelling 
units in urban areas and 125 million in rural areas. 
By 1975, these figures had grown to 72 million and 
219 million respectively. In nearly all Asian 
countries, required house building rates to clear the 
backlog in the 1970s are double those of the 
previous decade. 


89. It is in major urban areas that the housing 
situation is felt to be at its worst, as individual 
cases show. In metropolitan Calcutta, at least 2.2 
million people out of a total of 6.2 million were 
living in slums or squatter settlements in 1961, 
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while 10 years later the figure was 5.3 million out 
of a total of 8 million.. In Manila, the squatter 
population increased from 360,000 in 1962 to 
1,540,000 in 1972. In Seoul, it is estimated that 
the slums and squatter settlements were growing at 
a rate of nearly half a million a year at the beginning 
of the decade. The percentage of dwellings with 
proper amenities is also in decline in many ESCAP 
countries particularly in urban areas. This has 
been true for Hong Kong and urban Sri Lanka. 


90. Housing problems need to be viewed as part 
of those of human settlement in general. Rural 
housing remains of poor quality in many parts of 
Asia, but community-oriented programmes have 
shown the way towards a solution in places such as 
India (e.g., in Kerala), Indonesia and the Republic 
of Korea (where impressive results have been 
achieved through Saemaul Undong (see paragraph 
203 below). Unfettered suburban growth and the 
socially non-optimal use of land resources con- 
sequent upon the urbanization process have led 
some countries to pass land-use legislation. The 
enforcement of.such legislation, however, is proving 
difficult. 


F. INTERNAL RESOURCES 


1. Investment and domestic savings 


91. The International Development Strategy for the 
Second United Nations Development Decade fixed 
a goal of annual expansion of the ratio of gross 
saving to gross product of half a percentage point, 
so that this ratio rises to areund 20 per cent by 1980. 
A summary of progress during the first part of the 
decade for devioping ESCAP countris is contained 
in table 11. During the period 1970-1974, it is 
apparent that over-all savings performance resulted 
in a few countries already rising over the 20 per 
_ cent threshold — Iran, Papua New Guinea, Philip- 
pines and Thailand — while various others, such as 
Singapore, Malaysia, the Republic of Korea and 
Indonesia fulfilled the target in terms of the average 
annual progression of the savings ratio. 


92. Also mcluded in table 11 are GDP growth rates 
covering the same period. Typically, the growth in 
real product is associated with increasing or at least 
constant rates of saving, although rates of invest- 
ment are rather less consistent in this regard. 


93. The countries that have met the savings targets 
of the International Development Strategy are 
generally those that have attained sustained growth 
in all three variables —GDP, savings and invest- 
ment. 
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94. The savings ratio in Iran has risen markedly 
since 1970, but the ratio of gross investment to 
gross product hovered around 20 per cent until 1973 
and 1974, when it appears to have fallen as the 
growth of gross product accelerated. From 1973 
onwards the rapid rise in petroleum prices has 
generated sharply increased rates of savings. A 
net lender on international account, Iran’s surplus 
position has been greatly increased. In 1974 foreign 
lending far exceeded the rate of domestic capital 
accumulation. 


95. A similar upsurge in savings has accompanied 
a rapid rise in gross product in Papua New Guinea. 
The export of copper at prices which rose sharply 
from 1972 to 1974 was largely responsible for the 
rapid rise in gross product. The investment ratio, 
which rose sharply in 1969/70 and 1970/71, fell 
equally abruptly in the succeeding three years. 


96. Indonesia, with a far broader economic base, 
displayed a sustained rise in both savings and invest- 
ment ratios during the early 1970s. By mid-decade, 
however, the economy, in common with other 
primary products exporters, felt the damaging im- 
pact of world recession and inflation. 


97. Although their economies are widely different, 
the recent growth experience of the Republic of 
Korea and of Singapore reveals broad similarities 
with regard to the growth of real product and in 
saving and investment behaviour. Both have been 
subject to cyclical influences generated abroad and 
these have been reflected in their saving and invest- 
ment ratios, not least during the last two years’ 
recession and inflation. 


98. Malaysia, the Philippines and Thailand, in 
varying degrees depending upon the export of primary 
products, sustained respectable rates of real product 
growth in the early 1970s, and their savings and 
investment rates were reasonably well maintained. 
Diversification of commodity exports has helped to 
maintain export earnings but the deleterious impact 
of falling demand and prices for primary products 
exports has been reflected in savings and investment 
ratios. This cyclical impact was particularly marked 
in the boom of 1973/74 and the subsequent reces- 
sion, accompanied by the sharp jab of inflationary 
forces, largely generated abroad in the advanced in- 
dustrial countries which comprise their major 
markets and the sources of supply for their major 
imports. The role of government in these economies 
has been considerable and has generally increased, 
which has probably enhanced both ratios. 


99. A second group, in which real growth and 
savings and investment ratios appear to have been 
less well sustained, includes the three developed 
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Table 11. 


PATTERNS OF AGGREGATE SAVINGS AND 


INVESTMENT IN GROSS PRODUCT 
IN SELECTED ESCAP COUNTRIES, 1970-1974 


at ? Savings ratio Investment ratio 
ESCAP countries 1970-1974 1974 1970-1974 1974 1970-1974 
me ee) level change level change 

Australia... 4.7 II —0.25 II —0.2 
New Zealand . 1.9 II nil II (—) 
Japan . 5.4 1 —0.25 I 0.2 
Singapore 10.8 Ill 0.8 I 0.7 
Hong Kong . 6.1 Ill —0.25 II 0.4 
Iran ai 25.0 I 4.5 Ill —0.2 
Malaysiap aan mas 8.2 Ill 0.9 II 0.6 
Republic of Korea 10.6 III 1.5 II 0.5 
Papua New Guinea . 8.4 II 5.0 Ill —7.0 
Philippines 6.2 II 1.0 II (+/—) 
Thailand . 6.2 II 0.8 II 0. 
Sri Lanka 2.6 Ill —1.2 II —0.7 
India . 1.4 Ill 0.25 Ill —1.5 
Pakistan 34 Ill —0.6 Ill —0.6 
Indonesia . 8.5 Ill 1.5 Ill 0.5 
Burma 2.6 IV —0.7 Il —0.5 
Sources: United Nations, IBRD, IMF and national sources. 


Ratio levels 

I = over 30 per cent of GDP. 

II = 20 and 30 per cent of GDP. 
III = 10 and 20 per cent of GDP. 
IV = below 10 per cent of GDP. 


Notes: 


Ratio changes 


Average percentage-point changes per annum 
for period indicated. 


(—) Negligible decline; (+) Negligible increase; (+/—) No clear tendency; 


(nil) No discernible trend. 


* Ranked in descending order of per capita GDP in 1974. 


economies and, with some qualification, Hong Kong. 
In these countries rates of real product growth 
appear to have slackened in the early 1970s. Except 
for New Zealand, the real growth rates attained 
since 1970 well exceeded rates of population growth. 
Not only did real growth rates fall for the countries 
in this category, but the associated changes in 
savings and investment ratios generally declined or 
at best increased only slightly. 


100. A third group, including Burma, India and 
Pakistan, is also characterized by low rates of real 
growth. In addition, savings and investment figures 
suggest virtually no trend patterns. In Burma, 
savings and investment ratios tended slightly down- 
wards; in India, while saving rates were maintained 
in the vicinity of 10 per cent of GDP, the investment 
ratio moved downwards in the early 1970s. In 
Pakistan, from 1969/70 to 1973/74, the tendency 
in both ratios seems to have been downwards, though 
preliminary estimates for 1974/75 suggest an in- 
crease in the rate of investment. 


Sources and uses of gross saving 


101. In the Republic of Korea, Singapore and Hong 
Kong, external sources of savings have been 
quantitatively important. Between 1965 and 1974 
in the Republic of Korea external sources of 
savings were of the order of a quarter of the total. 
The apparent tendency for a relative decline in cor- 


porate and government savings over this period, 
coupled with a persistent though interrupted rise in 
foreign savings, suggests that domestic and foreign 
sources may sometimes have been competitive. A 
decline in the external deficit in 1972 and 1973, 
followed by a massive increase in 1974 suggests that 
the foreign contribution might have fallen further 
had it not been for the reversal brought on by the 
world inflation and the sharp rise in petroleum prices. 


102. Since about 1970 investment in the Republic 
of Korea in infrastructure has declined as a share 
of total capital accumulation while the shares of 
plant and machinery, transport equipment and of 
residential and commercial construction have risen. 
The Singapore economy in recent years has been 
capable of attracting sufficient private foreign capital 
to finance a persistently large current account de- 
ficit. In contrast to the recent experience of the 
Republic of Korea, the share of government in total 
saving in Singapore has been on the increase, though 
with ‘irregularities related to cyclical fluctuations. 
Since 1970, the direct government contribution to 
the accumulation of productive capital has under- 
gone a relative decline as the infrastructural invest- 
ment of the 1960s has gradually been phased down. 
The dependence of the Hong Kong economy on 
foreign sources of saving was being reduced during 
the early phases of the more recent upswing, but the 
increased fuel and materials costs which have 
occurred, especially since 1973, seem to have re- 
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versed the tendency. Data showing the composi- 
tion of fixed capital accumulation suggest that the 
public sector share diminished appreciably during 
the earlier boom. Limited largely to public housing 
and other public works, the relatively small public 
sector component of gross fixed investment expanded 
in 1973 and 1974. 


103. For Malaysia, the Philippines and Thailand, 
private sector savings have typically constituted a 
major share (and often the largest single component) 
of gross domestic savings. Government savings 
have contributed rather modestly in all three 
countries and have been cyclically sensitive. The 
government contribution has apparently decreased 
during the 1970s in the Philippines and Thailand. 
In Thailand and Mataysia inflation had a negative 
impact on domestic saving and investment in 1975. 
The external contribution to the financing of gross 
accumulation has not been great and has fluctuated 
rather widely following cyclical variations in foreign 
trade. For Thailand and the Philippines at least, 
year-to-year changes in the foreign contribution to 
gross financing, more often than not, were likely to 
be partially offset by countervailing changes in 
domestic savings. 


104. For Thailand and the Philippines, investment 
in construction has declined in the long term. This 
has been the case as well in respect of public works 
which comprise important infrastructural invest- 
ment. For Thailand, this pattern is paralleled by a 
decline in the share of the public sector in gross 
fixed investment over the greater part of the period. 
In Malaysia, there was a marked increase in govern- 
ment investment activity in the early 1970s and a 
sustained high rate to mid-decade. In all three 
economies the sustained share of investment in 
transport equipment reflects the rapid growth of 
private road transport. In the Philippines and 
Thailand, investment in machinery and equipment 
has claimed an increasing share of total fixed capital 
formation. In Thailand, the component which 
accounts for the expansion is largely comprised of 
office equipment. Only in Malaysia has a large 
component of fixed capital investment been made in 
land development. 


105. With no serious inflation before 1973, the rate 
of investment in Iran had been about 20 per cent of 
GDP, though the ratio has fallen slightly since 1973. 
More than half of this total has been in the public 
sector since 1968, with the greater portion of public 
sector investment in construction. 


106. In India, household saving accounts for a 
dominant four-fifths of total domestic saving, in- 
fluencing heavily the course of gross financing of 
capital accumulation in India. While the share of 


the corporate sector in total capital formation has 
generally comprised about a third and that of 
government a fifth or more, the share of the house- 
hold sector has ranged mainly between 40 and 50 
per cent. Thus the share of real accumulation by 
the household sector is markedly smaller than the 
sector’s share of gross finance, implying a net flow 
of financial resources out of the sector and into the 
government and corporate sectors. 


107. During the period 1970/71 to 1973/74, private 
sector ownership of new capital formation in 
Pakistan accounted for roughly, half the total. 
Government-owned fixed capital formation expanded 
from about one-seventh in 1970/71 to over a fifth 
in 1973/74, at the expense of a relative fall in the 
share accounted for by autonomous (quasi-public) 
bodies and government enterprises. The increased 
government share appears as a larger proportion of 
fixed capital formation in the broad tertiary 
(services) sector. The decrease in the share of 
quasi-governmental bodies is reflected in the decline 
in investment in manufacturing and utilities and in 
smaller part, in the fall in the agricultural share. 
Infrastructural investment increased over the period, 
despite a smaller investment in utilities. Large in- 
creases in transport and communications and smaller 
ones in construction combined to increase appre- 
ciably the investment in infrastructural activities. 


2. Skill formation 
(a) Vocational training 


108. By the mid-1970s most developing mixed 
economies in the ESCAP region had, often with the 
assistance of the United Nations system and bilateral 
donors,2* laid the foundations of a basic institutional 
framework for vocational training in such fields are 
industry, hotels and tourism, agriculture, and 
fisheries, as well as maritime, port and deck per- 
sonnel training and rural prevocational and co- 
operatives training. Modest beginnings were also 
made in the vocational rehabilitation of the disabled. 


109. Established more in spontaneous response to 
immediate needs than in relation to longer term pro- 
jections of skilled manpower requirements or deve- 
lopment plans the pattern of vocational training 
provides a complex picture varying greatly in terms 
of objectives, orientation, methods and systems from 
country to country but also within individual 
countries. While much of vocational training 
carries the characteristics of formal institutional 
education, a great deal is of the non-formal type 
such as in-service training, vocational preparation 
programmes, refresher and upgrading courses, on 

241LO, 15th Session of the Asian Advisory Committee, August 


1973 “Review and evaluation of the ILO’s activities in Asia” (AAC/ 
XV/1/1). 


22 Biennial Review and Appraisal of the International Development Strategy 


the spot instruction in less sophisticated production 
methods and the like. In each country, specific types 
of formal or non-formal training is provided by a 
larger network of technical schools, training centres, 
colleges or institutions under the auspices of com- 
petent ministries such as labour, education, agricul- 
ture, industries etc.25 | Notwithstanding the broad 
spectrum of vocational training offered by such in- 
stitutions, as well as similar facilities in the public 
and private sectors, facilities are still inadequate in 
terms of capacity, quality and outreach to cope with 
the demand for skilled workers. Consequently skill 
training by means of traditional methods in small 
establishments and workshops in the urban and 
rural sectors continues to be the predominant feature 
in developing Asian countries. 


110. More recenly, based on increasingly sophis- 
ticated data from manpower surveys and capacity 
studies of the vocational training system,?® several 
Asian governments have been taking steps to design 
and implement integrated national training systems 
linking vocational training schemes with national 
education plans and, generally, to gear the human 
resources development effort to national develop- 
ment priorities, in particular employment. Examples 
are the National Programme for Development of 
Training of Manpower for Employment in the 
Philippines and the national programmes for 
planning vocational training in Bangladesh and 
Pakistan which also envisage increasing the capacity 
of the system and extending the network especially 
to rural areas. These efforts go hand-in-hand with 
measures to improve the planning and operational 
capacity of the co-ordinating agencies; for example 
in Pakistan the Government has recently created a 
full fledged Manpower Division to serve as an 
effective machinery for centrally co-ordinated 
planning and action in the field of manpower and 
employment. Similarly, in Bangladesh, the Man- 
power, Employment and Training Bureau was 
established to cover both the training and employ- 
ment aspects of human resources development. In 
the Philippines, the National Manpower and Youth 
Council acts as the central agency for the design 
and implementation of manpower policies and pro- 
grammes in relation to the development plan. 


111. Attention is also gradually turning to more 
sophisticated and advanced skills and new and less 
costly training methods (for example, modular 
training) often in production conditions. Efforts 
in several countries to expand the training of 


7° ILO, Study on Co-operation in Labour and Related Fields 
(Geneva, 1976). 

7° ILO, “Towards an employment strategy in Pakistan” (Geneva, 
1976); National Manpower and Youth Council of the Philippines, 
1973 Comprehensive Manpower Assessment Survey (2 yolumes), 
inn 1973) and Interim Manpower Plan 1974-1977 (Manila, 

4). 


foremen, supervisors, technicians and instructors 
and to meet the specific training needs in newer in- 
dustrial sectors, such as chemicals, electronics and 
plastics, and the non-manufacturing services trades 
sectors, including hotel and catering, are being 
vigorously pursued in India, Indonesia, Nepal, the 
Republic of Korea and the South Pacific countries. 
Similarly, vocational training systems are being 
broadened to include vocational counselling and 
guidance, occupational standards, trade skill testing 
and certification e.g. in Malaysia, the Philippines, 
the Republic of Korea, Singapore and Thailand. 


112. Vocational training for “exporting” skilled 
manpower has been gaining in importance since the 
traditionally considerable flow of permanent or 
semi-permanent skilled emigrants to predominantly 
industrialized countries such as Canada, the United 
States of America, the United Kingdom and other 
West European countries was augmented by a surge 
of demand from the oil-exporting countries; 
aggregate figures are not available. However, it is 
indicative of this trend that Iran has recently con- 
cluded agreements with the Republic of Korea and 
the Philippines to hire 90,000 workers; half of the 
work force is foreign in Bahrain and Abu Dhabi 
and in Qatar the proportion of foreigners is about 
four-fifths, most of them from the South Asian sub- 
continent. There are about 600,000 Pakistani 
workers abroad, of whom about 150,000 are in the 
United Kingdom and the remainder mainly in the 
ECWA region.?? 


113. Asian governments have reacted in diverse 
fashion to both the shorter and longer term migra- 
tion. While most recognize the heavy cost of 
educating and training skilled persons, only to have 
them carry the investment to another country for 
use, few have moved actively to resist it. Generally 
governments have taken a positive attitude towards 
migration, and in some countries it can result in a 
large positive contribution to the invisible overseas 
trade balance through income remittances. In the 
first half of 1975 for example, “unrequitted private 
transfers” on the credit side accounted for 14 per 
cent of Pakistan’s visible and invisible exports; an 
important part of this would have been remittances 
by expatriate Pakistanis. Indeed, a crash pro- 
gramme is being started in Pakistan with 30 selected 
technical training and vocational institutes to train 
about 50,000 workers over five years. Most 
governments are concerned with putting a check on 
illegal or abusive recruitment practices. Thus, the 
Philippines have established a government bureau 
to facilitate the “export” of surplus skills. 
Bangladesh, Pakistan and the Republic of Korea 
have moved in ‘he same direction, and Sri Lanka 


271LO, Study on Co-operation in Labour and Related Fields 
(Geneva, 1976), p. 73. 
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has proposed the establishment of a regional man- 
power pool for skilled personnel. 


114. In order to meet rising costs and to provide 
expanded training facilities, several countries are 
seeking external financial loan support to supple- 
ment allocations from their own national budgets. 
One example is the National Service for Technical 
Skill Promotion and Job-Entry Training for Industry 
Project in Thailand, which is extending operations 
to establish three regional vocational training cen- 
tres in rural areas with funding from UNDP and a 
loan from ADB for provision of equipment. A 
similar loan is part-financing the project for 
strengthening manpower, youth and skill develop- 
ment programmes under the National Manpower 
Youth Council in the Philippines, where an IDA 
loan is matched by an allocation from UNDP. With 
the government input of over $US27 million this 
is one of the largest training projects ever under- 
taken in an Asian developing country. A further 
example is in Indonesia, where three projects in 
which the ILO is participating are receiving support 
from the International Bank for Reconstruction and 
Development. 


115. At the regional level, preparations are now 
completed for the creation of an Asian Manpower 
Skill Development Programme (AMSDEP). The 
programme’s objectives will be closely related to the 
socio-economic development objectives of Asian 
countries and aim at increasing employment and 
productivity by assisting national programmes in 
organizing, upgrading and developing vocational 
training schemes, courses, teaching techniques and 
staff, and at facilitating the exchange of expertise 
and information among participating countries. 
Through this project, the participating countries 
will be assisted in the strengthening and further 
development of technical/vocational skills by 
systematizing training materials, methodology, trade 
standards, trade skill testing, vocational guidance 
and counselling within a network of inter-country 
co-operation. Eleven countries have expressed 
support for the project and four have shown interest 
in providing host facilities. 


116. Similarly a project to strengthen co-operation 
among Asian training and research institutions in 
the manpower and labour field will become 
operational in 1977 as a means for promoting ex- 
change of experience and making more efficient use 
of scare training and research facilities. 


(b) Management training 


117. All the developing countries of Asia now have 
a substantial need for well-trained or professional 
managers. This need will grow in the future unless 


sufficient priority is soon given by governments to 
the further development of the institutional in- 
frastructure and appropriate legislation is instituted 
to motivate and effect management development, 
education and training. 


118. Recent field studies have found that in most 
developing countries in Asia there is a growing 
scarcity of well-designed, well-staffed and well- 
equipped training programmes for practising and 
aspiring managers. Some management training 
programmes fail to provide a continuum in manage- 
ment subjects through which participants can re- 
gularly and steadily progress to higher managerial 
skills. There is also lack of collaboration among 
business, governments, universities and others con- 
cerned with managerial development in the con- 
sideration of needs, programme design and promo- 
tion of management education and training. There 
is the tendency to concentrate management develop- 
ment facilities in metropolitan areas, thus depriving 
the non-metropolitan urban areas and rural popula- 
tions of needed training facilities for their managerial 
resources. 


119. International organizations (UNESCO and 
ILO) have assisted, during the past two decades, the 
governments’ efforts to implement management 
development programmes. For instance, 32 
management development and productivity centres 
and small-scale industry institutions have been 
established in 14 developing countries of Asia, with 
ILO assistance. It is estimated that each year over 
10,000 managers, entrepreneurs, technicians, govern- 
ment officials and others concerned with manage- 
ment, including trade union executives or work 
leaders, receive in these institutions training in 
management approaches and techniques. This 
assistance has been provided mainly to train trainers 
in management and in management consultancy. 
The emphasis of training has varied with the type 
of economy of each country and their priorities of 
development, as perceived by the government deve- 
lopment planners. In some countries, with a mixed 
economy, the management development efforts of 
the government is oriented toward upgrading the 
managerial personnel of its public enterprises and 
government. Nevertheless, in the countries of free 
market and free enterprise economy, the govern- 
ments put emphasis on assisting the managers/ 
entrepreneurs of small-scale enterprises. 


G. EXTERNAL RESOURCES 


1. Balance of payments 


120. Since 1973, developments in the world economy 
resulted in a general deterioration in the current 
accounts positions of virtually all of the countries 
in the ESCAP region (see table 12). These deficits 
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Table 12. BALANCE OF PAYMENTS OF SELECTED ESCAP 
COUNTRIES BY MAIN COMPONENTS 
($US million) 


Balance of goods Central International 
and services government Private Short-term liquidity as 
Country/year including capital and long-term Basic capital, errors Over-all percentage of 
private transfers transfers capital balance and omissions balance imports c.i.f. 
(1) 2 (3) (4) (5) (6) 7 


a 


MSA coantries 


Bangladesh 
POZ Svar eps es sins con eos —487 367 = —120 —11 —131 16.4 
NEE Ne aE PE tre nie Maes —716 621 —_— —95 —17 —112 12.6 
T9O7Somte iss ties fee tas —951 956 ca +4 +13 Jen 11.4 
1976® (2 quarters) . —290 282 oo —8 7 —l _— 
Burma 
1923 Mit haw ty et Utys —76 80 — 4 30 34 94.3 
1974 emer ee Net ou. —20 53 _— 33 31 64 119.7 
T9/D ere. ce tees —95 56 — —38 —7 —45 119.8 
India 
OTD ete Oke. ererells —237 439 —3 199 —332 —133 52.8 
TOFS eer ages eaecge ts —56l 516 —44 —89 —22 —lil 35.5 
Pakistan 
197 Sipe sy) Sui ore —116 226 52 162 27 189 49.2 
TOTAL Rs tates pt 039 745 48 —246 100 —146 26.6 
197 Sclte op oo tereker | teal 48 721 164 —263 52 —211 18.9 
Samoa 
TO7S ek. eh Deh acne —11.5 7.1 3.4 —1.0 0.4 —0.7 23.4 
197-4 Waele Series hii’ —7.1 5.5 4.9 3.3 —3.7 —0.4 22.7 
Sri Lanka 
LOLS Tae ee vee pean —38 64 — 27 2 29 20.5 
O7AR cattle, oh aterm —178 114 — —64 46 —18 11.3 
LOTS ya titpee er. ecole as —186 174 —12 —24 —4 —28 8.2 
Other non-oil developing countries 
Fiji 
1973 Areca ne tahoe —64 31 26 —7 12 5 33.6 
NOTA otha eigen owas —34 14 40 20 14 34 40.4 
MOZS A eure Benda ne he —18 7 49 38 10 48 55.2 
Malaysia 
1 ROPE SANT RO wha BOG, 91 49 198 338 —114 224 54.0 
NOTA ns aise Meee —286 101 380 195 1 196 38.8 
LOTS eet ARE —201 356 218 373 —31l 62 42.5 
Philippines ° 
LOT 3 ieee RPE ys 412 135 60 607 61 668 58.1 
O74 bores. sabe lake —283 166 137 20 605 625 43.5 
LE rene selene Revneitiee | A —989 299 584 —106 89 —17 35.4 
Republic of Korea 
Sy Re aa ee a et —346 306 392 352 —2 350 25.8 
1974 Vickie vier Wem MiENt iy med 09 4 213 932 —949 777 —172 15.4 
LCV EYRE tia Leu Lat Meee beh 373 1,198 —384 752 368 - 21.3 
1976” (3 quarters) . —228 259 —72 —41 40 —1 24.8 
Singapore 
1973 ca ieee BAe —617 22 347 —248 659 411 44.6 
LOT Air. Gah lee eaaareules 2 648 —472 766 294 33.6 
Sy Sire Bay ty ana et, a —748 _— 649 —99 509 410 37.0 
Thailand 
LOTSi 0 Seer here ae —156 59 38 —59 292 233 63.9 
L974 er any espaite —92 32 376 316 161 477 59.1 
BOTS ea hacen ret eR —465 17 263 —185 173 —12 57.7 
1976° (3 quarters) . —324 129 159 —36 99 63 66.4 
Oil-exporting ESCAP countries 
Indonesia 
OVE Mans Sale tnt dn Hades —793 560 278 45 294 339 29.6 
LOZAl, SCURRY hee 42 590 457 1,089 —402 687 38.8 
Iran 
POTS ASE he td oe wile 85 553 —425 213 208 421 36.5 


LOT Ais Pe cvs) 75h sal ote —2,463 —2,035 6,414 —208 6,206 154.3 


Over-all view of developments 


Table 12. (continued) 


Balance of goods Central 


International 


and services government Private Short-term liquidity as 
Country/year including capital and long-term Basic capital, errors Over-all percentage of 
private transfers transfers capital balance and omissions balance imports c.i.f. 
(1) ( (3, ) (6) 7 
Developed ESCAP countries 
Australia 
1973 797 —491 —515 —209 —118 —327 75.4 
1974 —2,083 —603 997 —1,689 58 —1,631 34.3 
LOTS RU 40 —521 508 27 —950 —923 29.3 
1976 (1st half) —349 26 188 —135 79 —56 53.9 
Japan 
1973 74 —1,191 —7,472 —8,589 2,261 — 6,328 32.0 
1974 —4,491 —1,237 —2,560 —8,288 9,529 1,241 21.8 
1 ye a —419 —1,674 1,333 —760 158 —602 22.1 
1976 (1st quarter) —74 —241 702 387 1,007 1,394 — 
New Zealand 
1973 )0 i 210 —53 —23 134 —59 75 41.2 
1974 —1,129 236 305 —588 135 —453 17.5 
1975 —1,392 533 439 —420 89 —331 13.5 
Source: IMF, International Financial Statistics, September 1976. 


* Bangladesh Bank, Economic Trends, October 1976. 


» Bank of Korea, Monthly Economic Statistics, December 1976, pp. 14, 83, 84 and 96 (Won 484 = $US 1). 
© Bank of Thailand, Monthly Bulletin, November 1976. 


were largely attributable to adverse trends in the 
balance of trade in goods. In the past, most 
developing countries in the ESCAP region have 
been in current accounts deficit but recent deficits 
have generally exceeded by a substantial margin 
those experienced in earlier years and in previous 
periods of downturn in world economic activity. 


121. In addition to the recession which reduced 
prices and volumes of exports from ESCAP develop- 
ing countries, the huge deficits in trade of non-oil 
developing countries during 1974 and 1975 were 
due to the rise in prices of oil imports into these 
countries, the disruption of the international 
monetary system and serious inflation in developed 
countries, with a consequent rise in prices of im- 
ports into the ESCAP developing countries. For 
many countries in the ESCAP region, the current 
accounts deficits led to serious problems of financing 
external indebtedness. Many countries were forced 
to borrow on harder terms, thus aggravating their 
debt-servicing problems. At the same time, little 
relief has been obtained through development 
assistance from developed countries which continued 
to fall short of “the 0.7 per cent target” set for the 
Second United Nations Development Decade. 


122. The recent upturn in economic activity in 
developed countries is expected to provide some 
improvement in the balance-of-payments positions 
of the non-oil producing developing countries in the 
ESCAP region, but for some, the outlook is till for 
a continuation of heavy deficits, with many countries 
having to reduce essential imports, which in itself 


further depresses their growth prospects and the 
pace of development. 


123. The first group in table 12 is made up to some 
of the most seriously affected (MSA) countries.?8 
Assuming an estimated current accounts deficit for 
India of $US2,000 million in 1974 and $US2,750 
million in 1975,?9 the group’s current account deficit 
rose from $US1,290 million in 1973 (a relatively 
favourable year because of the commodity boom) 
to $US3,860 million in 1974 and further to 
$US5,145 million. in 1975. The countries in the 
second group in table 12 include most of the other 
major non-oil producing developing countries of 
the ESCAP region. This group’s current. accounts 
deficit also rose very sharply from $US762 million 
in 1973 to over $US4,300 million in 1975. 


124. Rises in central government borrowing, grants 
and private long-term capital inflows have not been 
sufficient to prevent the deterioration in the basic 
balance of each of these two groups. Short-term 
capital movements covered these only in part and 
thus over-all balances have also tended to worsen. 
The effect on international reserve holdings was, 
however, mitigated by recourse to special credit 
facilities, particularly at IMF. Although in United 
States dollar terms international reserve holdings of 
both groups increased between the end of 1973 and 
the end of 1975, the large rise in import payments 
over the period meant (with a few exceptions) a 


28 For the other MSA countries in the ESCAP region — Afghanis- 
tan, Democratic Kampuchea, Lao People’s Democratic Republic and 
Nepal — balance-of-payments data on a comparable basis are not 
available. 

2® See Morgan Guaranty Trust Company, World Financial Markets 
(New York, January 1976). 
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general fall in the ratio of reserves to imports. This 
tendency was much more pronounced in the MSA 
countries which also tend to have generally lower 
ratios than other developing ESCAP members. The 
weakening of reserve positions from this stand-point 
— particularly in the cases of Bangladesh, Pakistan 
and Sri Lanka — means that these countries need 
to rely almost wholly on the continued availability 
of external loans and grants to finance further de- 
ficits because the possibility of using reserves to 
sustain the flow of imports has become severely 
restricted. 


125. Methods of financing the current deficits have 
varied widely. In the MSA group, public borrowing 
has been the principal source of funds (60-70 per 
cent) with most of the balance coming from foreign 
aid. For Bankladesh, foreign aid was a much 
higher component than it was for others of the 
group, covering 69 per cent, 39 per cent and 40 
per cent of that country’s current account deficit in 
each of the three years, 1973 to 1975, respectively. 
Private long-term capital net flows were virtually 
negligible except in the case of Pakistan for which 
in 1975 such capital covered some 14 per cent of 
its current deficit. 


126. In sharp contrast, private. long-term capital 
provided the largest share of loan funds for the 
non-MSA developing member countries amounting 
to 64 per cent in 1973, 83 per cent in 1974 and 74 
per cent in 1975. Central government long-term 
borrowing varied between 11 and 27 per cent over 
the period while aid funds fell from 9 per cent of 
the total current deficit in 1973 to 4 per cent of the 
much higher level of deficit in 1975. In general, 
private capitai inflows have tended to be propor- 
tionately more important for the Republic of Korea, 
Singapore and Thailand; at the same time, the Re- 
public of Korea accounted for 43 per cent of central 
government borrowing in this group over the period 
1973-1975, the bulk of the remainder going to 
Malaysia and the Philippines. 


127. The worsened basic balances have also been 
covered in various ways by the different countries 
in both groups. Among MSA countries short-term 
capital inflow has by and large been modest except 
for Pakistan, but even in this case it was not 
sufficient to prevent the emergence of an increasing 
over-all deficit. _ The same was also true in the 
cases of Burma and Sri Lanka. In the Republic of 
Korea large inflows of short-term capital were re- 
corded in 1974 and 1975, as also occurred in 
Singapore and to a lesser extent in Thailand. The 
rather exceptional inflow into the Philippines in 
1974 was not repeated in 1975 so that the over-all 
balance for that country moved from substantial 
surplus to a small deficit. | Over-all balances for 


this group of countries generally remained positive 
so there has been less pressure than in the case of 
the MSA group to call upon special financing 
facilities. Though there has been a general lowering 
of the ratio of reserves to imports, these ratios, with 
the possible exception of the Republic of Korea, 
remain much higher than is the case with the MSA 
countries. 


128. The two oil-exporting countries in table 12, 
Indonesia and Iran, stand in sharp contrast to 
other developing ESCAP countries. A large cur- 
rent account deficit in Indonesia in 1973 changed to 
a small surplus in 1974. With continued sub- 
stantial external borrowing by the Government and 
the public sector and a continued inflow of private 
capital, Indonesia’s small surplus on basic balance 
in 1973 was much greater in 1974, and despite 
some outflow of short-term capital, the over-all 
favourable balance doubled. “For 1975, however, 
with some decline in the volume of oil exports and 
the continued rapid expansion of goods and services 
imports, a large current account deficit was incurred 
and the over-all balance was also unfavourable. In 
the case of Iran the extremely large current surplus 
in 1974 was only offset in part by government and 
private capital outflows and the large over-all 
positive balance was reflected in the very substantial 
increase in reserves. As with Indonesia, balance- 
of-payments data are not yet available, but with the 
slackening of oil receipts in 1975 and the continued 
rapid rise in imports, Iran’s current surplus is 
estimated to have been virtually halved in that 
year. It is likely too that with continued capital 
outflow on private and official account, the basic 
and over-all balances were also much lower in 1975 
in comparison with the very high surpluses achieved 
in 1974. In 1976 a further reduction in the sur- 
plus towards approximate balance in external 
accounts seems in prospect. In the first five months 
internal prices resumed their strong upward trend 
while over the same period import payments were 
running at an annual rate of 35 per cent above that 
of the same period in 1975. Though the volume 
of oil exports also picked up, prices have remained 
reasonably steady. 


129. Finally, the three developed countries of the 
region, Australia, Japan and New Zealand, enjoyed 
a moderate surplus on current account in 1973 
which turned into a huge deficit the following year. 
In 1975, the situation improved for Australia and 
Japan, while New Zealand’s current deficit widened 
still further. In Japan a turnround on the private 
long-term capital account from a large outflow in 
1973 to an inflow in 1975, led to a substantial re- 
duction in the country’s over-all deficit and to a 
large surplus at the start of 1976. The situation on 


I. Over-all view of developments 


the short-term capital accounts of Australia and 
New Zealand was somewhat similar but both 
countries had continuing over-all payments deficits 
in 1975, exacerbated in the case of Australia by a 
very unfavourable outflow of short-term capital in 
that year. Accompanying these trends, all three 
countries saw sudden falls in their international 
liquidity ratios. The average figure for 1975 in 
New Zealand revealed that reserves were at a level 
below the value of two months’ imports. 


130. In 1976, seceral developing ESCAP countries 
reaped the benefits of expanding export revenues 
through strengthening balance-of-payments condi- 
tions. While there was no world-wide expansionary 
phase in foreign trade remotely resembling the trend 
in 1973/74 and a stagnation or decline in some 
commodity prices, some countries were able to 
revise their estimates of export earnings upwards as 
the year progressed. Limited available official data 
is indicative of these developments (see table 12). 
The trade balances of the Republic of Korea and 
of Bangladesh certainly improved during the first 
part of 1976. The export gains of the Republic of 
Korea were spectacular and broadly-based and 
Bangladesh’s raw jute earnings progressed well. 
The steady rise in rubber prices has also assisted 
export expansion in Malaysia, while manufactured 
goods led the export resurgence in Singapore. 
Despite lower world prices, the large increase in the 
volume of rice contributed to rising export earnings 
in Thailand, along with rubber, textiles, tapioca and 
tin. 


131. Circumstances were not so favourable in the 
Philippines which encountered falling prices for its 
two major export items, coconut products and sugar. 
While the volume of coconut exports increased 
strongly, however, sugar shipments slumped in the 
early part of the year in which a decline of more 
than a quarter in (centrifugal) sugar earnings was 
recorded. 


132. Accompanying the growth recoveries of many 
economies, increasing import payments served to 
limit the balance-of-payments benefits of rising ex- 
port revenues, but the year provided two notable 
examples of import restraint. During the first six 
months of 1976 there was a very modest rise in 
the Republic of Korea’s visible import bill, (although 
purchases accelerated subsequently), while in India 
imports of foodgrains and fertilizers fell im- 
pressively. In both countries, one result of these 
favourable trends was a transformation of their re- 
serves positions. By the third quarter of the year, 
international reserves (relative to import payments) 
in the Republic of Korea had regained the healthier 
levels of 1973, while in India, reserves were 
estimated to be about $US2,500 million by end- 


27 


October, more than half the value of the country’s 
estimated import payments in 1976. 


133. Despite the emergence or enlargement of cur- 
rent account deficits in most member countries as 
a consequence of the world recession, there has 
been relatively little recourse to the intensification 
of trade and exchange restrictions as a means of 
dealing with the problems raised. One type of re- 
sponse adpoted by several countries was to seek a 
greater degree of stability in their exchange rates by 
abandoning pegged relationships to a currency such 
as sterling or the United States dollar. The major 
changes in rates related to the particular needs of 
economies were, as far as possible, in relation to 
national policies rather than in fortuitous response 
to the domestic or foreign trade policies of any one 
of the developed countries. 


134. In India the link with the pound sterling was 
cut in September 1975 and the rupee was repegged 
to a weighted basket of currencies, with margins 
being maintained within 2.25 per cent on either 
side. This action was followed a few days later by 
a similar measure by Malaysia in relation to the 
United States dollar. At the end of October, 
Samoa also abandoned the dollar link, the tala 
being repegged to the basket of currencies used by 
New Zealand. 


135. The effectiveness of the mixed basket system 
in maintaining a degree of exchange rate stability 
is by no means clear, but it is apparent that the 
exchange authorities can have a considerable degree 
of control over the movement in rates through the 
adjustment of the basket components and weights. 


136. Apart from adjustments of this kind in ex- 
change systems in response to the floating rate 
regime, a number of ESCAP members devalued 
their exchange rates in 1975 to correct basic im- 
balances: Burma in January 1975 by 30 per cent; 
Bangladesh in May 1975 by 58 per cent against the 
pound sterling;*° the Nepalese rupee by about 18 
per cent in October 1975 and the Lao kip by 25 
per cent in March 1976. In October the breaking 
of the link between the Samoa tala and the United 
States dollar was accompanied by an effective 
devaluation against the dollar of about 18 per cent. 
In the Philippines where a free market is operated, 
the value of the peso in terms of the United States 
dollar depreciated steadily from mid-1974 to mid- 
1976, the extent of the devaluation over this period 
being about 15 per cent. 


$° But two revaluations in the first half of 1976 brought the rate up 
by about 11 per cent to counter the’ inflationary effects of continued 
devaluation in company with the pound. 
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137. In December 1976, the Australian dollar was 
devalued by 17.5 per cent but there were subsequent 
small revaluations in line with the Government’s 
declared intention to have more frequent and smaller 
exchange rate changes. In August 1975, New 
Zealand devalued by 15 per cent and in 1976 New 
Zealand followed Australia’s devaluation with a 7 
per cent depreciation against all currencies except 
the Australian dollar. When Australia revalued by 
2 per cent shortly after, New Zealand did likewise. 


2. External trade 

138. The International Development Strategy for 
the Second United Nations Development Decade 
put forward as one of the targets for developing 
countries, growth of less than 7 per cent in imports 
and higher than 7 per cent in exports. The fortunes 
of the ESCAP countries in recent years have been 
extremely varied in external trade, but very few of 


them have in fact met these export and import 
growth targets. Out of 14 countries, only three — 
Indonesia, the Republic of Korea and Thailand — 
enjoyed growth of exports in volume terms in excess 
of 7 per cent per annum. But of the three, 
Indonesia’s import growth was higher than for ex- 
ports, while only Thailand realized import growth 
below 7 per cent (see table 13). 


139. It is true that the exports of a few other 
ESCAP developing countries besides the Republic 
of Korea and Thailand grew faster than imports in 
volume terms; for example India, Burma and Brunei. 
However, the price movements of traded com- 
modities in the last few years have shown up the 
ambiguity of trade targets based upon volume 
growth. The contrast in experiences of individual 
ESCAP countries with respect to their terms of 
trade (see table 15) is graphically illustrated by a 
comparison of table 14 (annual trade changes in 
value terms) with table 13. 


Table 13. GROWTH OF FOREIGN TRADE IN SELECTED ESCAP COUNTRIES, 
1970-1975, AT 1970 CONSTANT PRICE® 
(in percentages) 


Annual Percentage change from preceding year 
compound 
rate 1971 1972 1973 1974 1975 
Afghanistan Exports 6.2 4.9 —17.4 22.5 27.6 0.0 
Imports 6.9 35.7 4.6 —8.8 —5.5 13.9 
Bangladesh Exports —17.3 —36.2 —33.5 30.0 —17.5 —14.8 
k Imports —5.5 —43.7 9.8 29.0 —11.2 6.3 
Brunei . Exports 4.6 —15.2 —6.4 17.8 11.6 19.8 
Imports 1.6 64.3 —35.5 3.4 —7.6 7 
Burma Exports 2.3 19.4 —3.9 —23.4 8.4 Vie) 
Imports —17.9 UA —23.8 —44.9 —79 —10.0 
Democratic Kampuchea . Exports —25.4 —59.0 —18.8 —38.5 —375 80.0 
; Imports —1.1 33.3 16.7 —15.5 —1.4 —27.4 
India Exports 4.5 —0.6 9.0 55 9.6 —0.2 
Imports 4.5 4.6 —13:5 10.8 6.0 17.2 
Indonesia . Exports 7.8 3.9 38.9 27.7 —8.4 —13.6 
Imports 21.1 2.1 30.8 44.9 12.1 20.0 
Iran Exports 5.4 16.3 11.8 3.0 5.9 —8.5 
Imports 28.1 4.3 18.7 18.8 34.0 75.0 
Malaysia Exports 1.5 2.0 2 14.0 —18.8 8.5 
Imports 7.0 —5.8 5.1 22.4 28.2 —9.7 
Pakistan Exports —6.7 —11.9 —15.0 30.0 —18.2 —11.5 
Imports 0.7 —18.7 —22.3 18.5 16.9 18.4 
Philippines Exports —1.0 10.8 2.7 7.6 —20.5 —2.4 
Imports 4.1 0.2 —2.4 —0.8 15.4 9.2 
Republic of Korea Exports 26.6 24.2 43.7 70.2 14.2 —6.3 
Imports 10.8 10.7 —1.8 35.9 11.3 1.8 
Sri Lanka . Exports 0.2 —15 —6.0 3.3 —20.4 25.3 
Imports —2.6 —21.3 —5.9 —1.4 —0.7 20.9 
Thailand Exports 8.3 22.0 21.3 —10.0 —15 13.5 
Imports 2 —8.7 7.4 15.2 4.6 —4.4 
JANZ countries 

Australia Exports 3.9 7.6 Syl —25 —3.6 16.1 
Imports —0.5 —3.4 —10.1 24.8 15.2 —21.7 
Japan Exports LUS 20.7 7.6 4.4 20.5 5.3 
Imports 4.1 1.4 9.5 19.5 4.2 —11.6 
New Zealand . Exports 0.6 0.1 4.4 —0.6 —6.2 6.0 
Imports 5.9 0.2 4.3 17.9 26.0 —14.2 

Source: ESCAP calculations based on data taken from UNCTAD, Handbook of International Trade and Deve- 


lopment Statistics, 1976, tables 1.1 and 1.2. 


* Deflated by comprehensive indices of unit values of exports and imports for individual countries. 
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Table 14. GROWTH OF FOREIGN TRADE IN SELECTED ESCAP COUNTRIES, 
1970-1975, IN CURRENT SDR TERMS 
(in percentages) 


Annual 
compound 
rate Percentage change from preceding year 
1970-1975 1971 1972 1973 1974 1975 1976 


Developing ESCAP countries 


Afghanistan . . . . Exports 15.0 15.9 12.7 6.7 58.8 

Imports Sen 23.3 4.2 4.8 22.4 eas oft 
Bangladesh . . . . Exports 3.97 Vang San 25.4 —3.9 —36.2 erates 

Imports 274% Aer ues 45.3 24.0 17.8 
Burma te on fcr..  VEXports 5.0 14.6 —9.9 —0.6 42.3 —11.6 

Imports —8.9 7.4 —26.4 —27.4 37.5 —15.4 
Democratic Kampuchea . Exports iis —71.9 —41.2 —9.0 

Imports se 5.2 29.7 Wee Ie Pe. 
Pim. Exports 14.7 1:2 —0.9 —5.2 85.4 12.8 

Imports 16.7 23.7 13.9 27.2 21.9 —1.0 
HongiKong)\.. 3) 3 2): Exports: 15.7 14.0 10.8 33.9 16.5 5.3 

Imports 13.9 16.4 5.4 33.3 18.5 —1.0 
India piste. A sy ..8. Exports 11.8 0.7 11.4 8.3 33.4 8.5 

Imports 18.9 13.5 —14.4 30.4 55.9 20.4 
Nadonesia@ 7-0" 4) >. s-) ,EXports .- 36.0 11.0 33.1 64.5, 129.3 —16.5 asicre 
. Imports 31.1 9.8 30.8 59.1 39.6 21.4 (18.0) 
franie., 2 ee) See SExports | 24434 45.4 15.1 38.2 206.8 —8.1 (23.9) 

Imports 40.3 12.4 18.8 28.3 65.7 91.4 aus 
Lao People’s Democratic Exports 44> —146 —38.5 13.9 98.6 

Republic Imports —21.5> —28.3 —31.3 —14.9 —9.6 ce 

Malaysia . . . . . Exports 13.4 —2.7 —3.3 58.4 40.5 —10.5 

Imports 15.6 1.5 5.2 39.3 64.5 —I15.5 
Nepaltjperas. daskies tan, ite Exports. tla! —45 17.7 2.2 

Imports 10.1 —18.1 —11.6 35.2 ateks ane Ae 
Pakistan Gig c) 2 t) sExports 1.11.4" abe 308 28.5 15.2 —6.7 (16.2) 

Imports 42.4* Sees aes 33.7 75.6 23.0 (4.0) 
Papua New Guinea . . Exports 30.6 15.0 69.4 113.2 35.1 —32.3 

Imports 10.7 1 Wie —14.6 —4.1 45.0 18.9 
Philippines . . . . Exports 12.0 5:3 —9.0 47.4 48.1 —15.6 

Imports 21.5 6 “TEST 18.2 93.9 10.9 
Republic of Korea . . Exports 38.0 27.5 40.5 80.9 37.1 12.8 

Imports 24.7 20.3 —2.7 53.1 60.0 5.3 oy 
Samoatonieteec| | tye ps) nace EXports 2.9 19.6 —23.1 27.6 84.2 —46.7 60.1 

Imports 14.9 —7.4 35.0 0.7 13.3 40.3 40.0 
Singapore. . . . . Exports 23.3 13.1 14.9 52.4 57.1 —8.4 28.7 

Imports 22.2 15.1 10.5 38.0 61.4 —3.9 17.4 
Sriplankalny se ees EXports 6.1 —4.4 —4.8 10.2 26.8 5.8 

Imports 85 —13.9 —4.0 10.7 62.0 13.5 
Mhavlandiy.2 140s). | aaeexports ©-20:7 16.7 20.2 31.8 56.3 —10.5 

Imports 15.9 —0.8 6.6 25.8 47.3 She 
Tonge sant. Exports 1 18.0°. —33.7 —7.5 | 127.7 38.9 


Imports 23.9” 16.3 18.8 11.3 53.2 
Developed ESCAP countries 


ANistraliav’. tics ots0. Exports 15.4 8.9 14.6 34.7 14.3 6.6 (31.9) 
Imports 12.6 3.0 —9.2 36.3 59.9 —11.2 (33.1) 
Japanwey yee rs) EEXports 18.9 24.0 10.0 17.8 48.9 —0.5 ae 
Imports 20.3 4.1 10.0 48.8 60.6 —7.8 
New Zealand . . . . Exports 7.9 11.0 21.6 32.1 —7.2 
Imports 15.9 8.0 4.3 30.4 66.1 
World total 
Exports 18.3 11.8 10.0 26.8 45.2 1.8 
Imports 17.8 11.4 8.2 25:5 44.9 3.2 


Source: ESCAP calculations based on data taken from IMF, International Financial Statistics, vol. XX1X, No. 5, 
May 1976 and No. 11, November 1976. 
Note: Figures in brackets represent an estimate. 
* 1972-1975. 
> 1970-1974. 
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140. Turning to trade trends in value terms, the 
period 1970-1975 taken as a whole was a favourable 
one for the current payments balances of Indonesia, 
Iran, Papua New Guinea, the Republic of Korea, 
Singapore and Thailand, all of which enjoyed export 
expansion faster than the world average, and Aus- 
tralia, Burma and Hong Kong, with a somewhat 
slower rate of trade expansion. For a number of 
other countries, however, trade trends were un- 
favourable during the first half of the decade. Some 
of the MSA group of countries were among them — 
India, Pakistan, Nepal, Samoa and Sri Lanka —but 
this was also true for Fiji, Japan, Malaysia, New 
Zealand, the Philippines and Tonga. 


141. The period was notable for an unprecedented 
degree of volatility in the trends of trade values. 
World trade expanded enormously in money terms 
between 1972 and 1974, but in 1975 came close to 
stagnation. 1973 was generally a favourable year 
for the ESCAP developing countries, although ex- 
perience was mixed. Where trade balances im- 
proved, this was due more to the volume expansion 
of exports, than favourable movements in terms of 
trade: countries such as Malaysia, the Philippines, 
the Republic of Korea and Singapore demonstrate 
this point well. However, if the oil exporting coun- 
tries, Indonesia and Iran, and Thailand improved 
their trade balances in that year, the main cause 
was the rapid relative rise in their export prices. 
The main casualties in 1973 were South Asian MSA 
countries — Bangladesh, India, Nepal and Pakistan 
— which saw a serious deterioration in their export- 
import balances; yet Sri Lanka’s policies of import 
restraint would appear from the data to have been 
successful in keeping down its import bill. Among 
the ESCAP developed countries, Australia and New 
Zealand benefitted from a rapid improvement in 
their terms of trade, while in Japan the reverse was 
true and the trade balance suffered in consequence. 


142. In 1974, the trade situation for most developing 
ESCAP countries deteriorated, reflecting the global 
tendency for trade surpluses to be transferred to oil 
exporters. Indonesia and Iran were the major 
exceptions, but the year brought into dramatic 
perspective the urgency of the plight of the MSA 
group of countries in South Asia; the trade balances 


of each of the developed countries also worsened 
in 1974. 


143. A contraction in the volume of world trade 
(and only a very small rise in value terms) made 
1975 an awkward year. With few exceptions, there 
was an intensification of the pressures on developing 
ESCAP countries to finance a further widening in 
their trade gaps. For a majority of those countries 
listed in table 14, there was a decline in their total 
value of exports, especially marked in the case of 


the island economies of Papua New Guinea and 
Samoa. Other than these two countries, the hardest 
hit by falling export values and rising import bills 
were Iran, Indonesia, Pakistan, Bangladesh and the 
Philippines. For the two oil-exporting countries, 
the import momentum of 1974 was carried over into 
1975 when the volume of foreign purchases increased 
again by substantial amounts. The unforeseen turn- 
around of trade fortunes in Iran has prompted that 
country to seek more and more barter deals in 
foreign trade, with exchange value terms being 
negotiated bilaterally. 


144. The volume of exports increased significantly 
for several ESCAP developing countries in 1975 as 
compared with the previous year, among them 
Malaysia, Thailand, Sri Lanka, Burma, Brunei and 
Democratic Kampuchea (although in the last case 
trends were strongly influenced by the abnormal 
circumstances of war in thearea). Further de- 
teriorations in the terms of trade of nearly all 
countries in the ESCAP region, however, meant 
that of these only Sri Lanka and Burma avoided 
a negative trend in their trade balances. This 
experience was shared, however, with Fiji and Hong 
Kong whose import bills declined slightly, and 1975 
also turned out reasonably well for the three 
developed ESCAP countries due to quite large falls 
in import bills in each case, notwithstanding further 
marked deteriorations in their terms of trade. 


145. The experiences of these seven countries put 
into some perspective the consequences of the com- 
modity price ‘“‘boom” for the exports of ESCAP 
developing countries. In many cases, the commo- 
dity price inflation of 1973/74 brought limited 
benefits to exporting ESCAP countries, but the cir- 
cumstances were varied. In some cases, the price 
increases were restrained, or accompanied by falls 
in quantities exported, or again, were followed by 
sharp falls. 


146. While certain commodity prices rose to very 
high levels for short periods during 1973-1975, the 
annual average indexes for maize, pepper, tea, jute, 
palm oil and rubber did not exceed 200 as compared 
with 1970. Also, in some cases where the price 
index went higher, the total value index remained 
at more modest levels due to lower volumes of 
exports compared with previous years. This was 
true in 1974 of rice and teak exported from Burma, 
rice and tin from Thailand, sugar and copra from 
the Philippines and coconut oil from Sri Lanka. 


147. Subsequently, there was a widespread fall in 
commodity prices, with some of the sharpest declines 
being recorded from commodities the prices of which 
had risen furthest in 1974. In 1975, both the price 
and quantity indexes fell for Malaysia’s and Thai- 
land’s exports of rubber and tin, and Thailand’s 
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total rice earnings also dropped sharply. The trends 
in price and quantity of several other commodities 
were again opposed, it is true, with the volume 
index recovering as prices fell, for example, pepper 
in Malaysia, rice (Burma), coconut oil and copra 
(Philippines, Sri Lanka and Samoa) and palm oil 
(Malaysia). But the most common trend was a 
widespread decline in the value indexes of export 
commodities in 1975, which was more serious when 
converted to a ‘“‘real” basis of import purchasing 
power. 


148. In 1976, the ecommodity export situation show- 
ed signs of improvement, but there was a mixture of 
trends. Despite meeting lower prices on the world 
market, the value of rice exports from Thailand was 
36 per cent up on the previous year during the 
first nine months of 1976. In Burma, rice exports 
during the year ending September increased by no 
less than 76 per cent. Exports of rubber during 
January to September from Malaysia and Thailand 
were significantly higher in volume and value terms. 


Earnings of Bangladesh jute and jute products, and 
of Sri Lankan copra advanced strongly in 1976. 
Total timber exports from Malaysia were 39 per cent 
higher in value, although total earnings were still 
below the levels attained in 1973. But the volume 
of exports of certain commodities shipped during 
the first part of 1976 failed to increase or fell to 
lower levels. Examples were Malaysian palm oil 
and tea from Sri Lanka and India, which, however, 
all enjoyed rising prices on the world market. The 
situation for sugar was much more bleak. Despite 
increased shipments, the value of (centrifugal) sugar 
exports from the Philippines fell 26 per cent during 
1976, in the face of plunging prices due to excess 
world production. The fall in sugar receipts for 
Fiji was even greater, at nearly 29 per cent. 


149. Recent price movements of exported commo- 
dities have helped redress slightly the deterioration 
in the terms of trade experienced by most developing 
ESCAP countries since the beginning of the decade 
(see table 15). South Asian countries were some 


Table 15. TERMS OF TRADE, BROAD REGIONS OF THE WORLD, AND 
SELECTED DEVELOPING ESCAP COUNTRIES, 1970-1976 


(1970= 100) 
1970 1971 1972 1973 1974 1975 1976 
Broad regions of the world 
Industrial countries*. . . 100 100 101 98 86 88 
Less developed areas: 
Petroleum exporters? .  . 100 116 115 129 158 147 
Orherst ce 72S i ye 100 93 94 103 100 93 

Selected ESCAP developing countries 
Banpladesh? ok, ues oy 100 96 | 100 57 53 APG 
DULMArr ree eS 100 86 72 84 154 117 102 
Bipic Semen aye cia een 100 93 | 100 96 132 126 aie 
Hong Kong, To. eb 100 103 106 105 97 99 105 
India® Bh eres Le Ls 100 104 111 101 81 67 69% 
ITEC Sacral bpciee Ceiaec pmo Oe 100 127 128 150 476 487 519 
Malaysia® Serie S15 ge yale 100 86 79 87 83 68 79° 
Pakistan’ ti apts, het) toys 100 90 82 96 109 67 71 
PHU IppINes - cop 6 pes ae e722 100 85 71 90 97 65 53 
Republic of Korea... 100 99 99 94 76 69 76° 
Singapore Pee mes a Ta | 100 106 105 102 1048 
SrpCankape ter. bbs 100 93 89 77 69 55 fae 
pnailandiaces cr ce ei ay 100 92 90 121 111 88 89 

ESCAP developed countries 
Australia’ itis tu, HT tk. 100 95 105 134 114 94 93 
Japaniskyet?-> OES 4 100 99 105 101 78 73 68 
New Zealand eB preies Stal % 100 103 120 143 108 82 ais 
Sources: Asian Development Bank, Key Indicators of Developing Member Countries of ADB (Manila), 


Volume VIII, No. 1, April 1977; 


For Australia, Iran, Japan and New Zealand: IMF, International Financial Statistics. (For 
Iran export price index per crude petroleum divided by general import price index) ; 
For India: Reserve Bank of India, Report on Currency and Finance, Vol. II, 1975/76 (New 


Delhi, 1976). 
Notes: 


The vertical bar between data in the table indicates a discontinuity. 
* IMF, International Financial Statistics. 


> Computed from United Nations, World Economic Survey 1975 (E/5790/Rev.1:ST/ESA/49), 
table 3; and Summary of the Data Relating to Performance under the International Develop- 


ment Strategy (E/5827), pp. 10-11. 


Petroleum exporters are Algeria, Bahrain, Brunei, 


Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libyan Arab Jamahiriya, Nigeria, Oman, 
Qatar, Saudi Arabia, Trinidad and Tobago, United Arab Emirates and Venezuela. 
© Data are for fiscal year: e.g., 1974/75 corresponds to 1974 in each case except for Burma where 


1974/75 corresponds to 1975. 


4 For 1973/74, base year shifted to 1973=100. 
© For 1972-1974, base year shifted to 1972=100. 


* Average of 10 months. 
© Peninsular Malaysia. 
® Average of three quarters. 
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of the worst sufferers, especially Sri Lanka and 
Bangladesh (which devalued its currency in 1975). 
There were also sharp falls in the case of Malaysia, 
the Philippines and the Republic of Korea. The 
Republic of Korea had to pay very dearly for its 
high level of imports of oil, but this unfavourable 
experience was not shared with two other major 
manufacturing exporters, Hong Kong and Singapore. 
In the case of all the worst affected countries, the 
terms of trade situation improved in 1976, but an 
exception proved to be the Philippines in the face 
of continuously declining sugar prices in the world 
market. 


150. Taking the period 1970-1974, years of rapid 
expansion for which full data are available for the 
most important, or the most dynamic, manufacturing 
exporters of the developing ESCAP region, certain 
manufactured categories have done particularly well. 
These include textile yarns and thread (especially 
in the Republic of Korea, Thailand, Malaysia and 
Singapore), electrical machinery (especially in the 
Republic of Korea and Singapore where it accounts 
for a major proportion of exports, but also in 
Malaysia, the Philippines and Thailand where it is 
as yet much less significant), cement (Pakistan, the 
Republic of Korea, the Philippines and Thailand) 
and iron and steel (in the Republic of Korea, where 
it is a major export, and in Pakistan, where it is 
as yet a minor one). 


151. Indeed between 1970 and 1975, the (local) 
value of exports of manufactured goods (SITC 6,7,8) 
grew faster — sometimes by a considerable margin 
—than non-oil primary commodities in Indonesia, 
the Philippines, Malaysia and Singapore. 


152. The proportion of manufactured goods (ex- 
cluding chemicals) in total exports has grown very 
rapidly in certain developing ESCAP countries, most 
notably the Philippines, where it grew from 7.5 per 
cent in 1970 to over 15 per cent in 1975, and 
Singapore, from 25 per cent to 40 per cent in 1974 
(dropping back to 34 per cent in 1975 with the 
expansion in the value of petroleum exports and 
re-exports). In Malaysia some 30 per cent of export 
earnings were from manufactures in 1975, compared 
with 26 per cent in 1970, while in Thailand the 
proportion grew from 16 to 20 per cent. In the 
Republic of Korea, the ratio went over 80 per cent 
and in Hong Kong nearly reached 90 per cent by 
i975: 


3. Imports 


153. The steep rises in the import bills of most 
developing ESCAP countries between 1973 and 1975 


can in large part be traced to the increasing costs 
of key items, such as oil, foodgrains and fertilizers. 


154. Oil cost rises were more than four-fold in this 
two-year period for India, the Republic of Korea, 
Pakistan, the Philippines and even Indonesia, despite 
the fact that there was some levelling of the trend 
in 1975 and in some cases a decline. By 1975, the 
value of oil purchases for a number of countries 
was around one-fifth or more of their total import 
bills: India, the Republic of Korea, Nepal, the 
Philippines, Sri Lanka, Thailand, Fiji and Singapore 
(although in the last case a very large proportion 
of the oil was refined and re-exported). 


155. The cost. of fertilizers, which is related to oil, 
also rose dramatically for some, countries, the strong 
upward trend continuing into 1975 for India and 
Indonesia. In 1975, these two countries spent pro- 
portionately much more than other developing coun- 
tries of the region — 16.9 and 8.5 per cent of their 
total imports respectively. — 


156. Certain developing ESCAP countries also spent 
significant sums on imports of foodgrains, most 
notably Sri Lanka, where domestic agricultural out- 
put in 1975 did not benefit from the expansion in 
other parts of South Asia. Other countries that 
were large purchasers of foodgrains in 1975 includ- 
ed Lao People’s Democratic Republic, India and 
Bangladesh. 


157. With regard to the MSA countries of the region, 
six countries, Afghanistan, Bangladesh, Burma, India, 
Pakistan and Sri Lanka together paid nearly four 
times more for their oil in 1975 than in 1973 — 
$US1,639.3 million against $US410.9 and more than 
four times more for their fertilizers ($US1,248.1 
million compared with $US295.5 million); their 
foodgrain bill also jumped from $US1,040.6 million 
to $US2,184.3 million in two years. There was some 
improvement in 1976, however. The situation 
changed considerably for the better in India where 
during the financial year starting in April, purchases 
of foodgrains and fertilizers were well below the 
values of the previous year. In Pakistan the cost 
of foodgrains rose but only slightly, while there 
was a substantial decline in the value of fertilizer 
imports. In Bangladesh, improved domestic food- 
grain output and diminished dependence on foreign 
supplies helped significantly lower the total value of 
imports during 1976 to a level below that of 1973. 


158. With regard to the direction of trade, intra- 
regional exchange in the whole ESCAP region 
remained roughly stable in proportionate terms 
between 1970 and 1975; about 40 per cent of the 
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total region’s exports were sold to other ESCAP 
countries. This stability, however, conceals the de- 
clining importance of intra-developing ESCAP trade 
(to below 20 per cent) and the growing significance 
for the developing ESCAP countries of the developed 
ESCAP market. Exports of developing ESCAP 
countries to Australia, Japan and New Zealand grew 
somewhat faster than trade amongst themselves. 
Outside the ESCAP region, the major expansion 
was to Western Europe, while Latin America, and 
the non-ESCAP members of OPEC became of some 
significance. Trade with North America on the 
other hand declined relatively. 


159. For the five main manufacturing exporters 
among developing ESCAP members — India, Pakis- 
tan, the Republic of Korea, Singapore and Hong 
Kong — Japan remained by far the single most 
important destination of their exports, with the 
Republic of Korea the principal supplier. However, 
the United States market grew as fast as that of 
Japan, with the Republic of Korea and India the 
leading suppliers. More dynamic was the EEC 
market (of nine countries) to which Hong Kong 
remained the principal exporter. Since 1973, the 
members of OPEC (excluding Indonesia) have also 
grown rapidly in importance for these five exporters. 
India is the leading supplier, the value of its sales 
increasing seven-fold between 1970 and 1975. By 
mid-decade, the members of OPEC were as big a 
market for Indian products as was the EEC. 
Pakistan, the Republic of Korea and Hong Kong 
also achieved large increases in export sales to the 
members of OPEC, particularly in the most recent 
years. Finally, the centrally-planned economies, al- 
though relatively less dynamic, continued to represent 
quite an important market for certain of the de- 
veloping ESCAP countries, particularly India and 
Malaysia. 


4. Foreign investment 


160. During the first part of the decade, net direct 
private foreign capital constituted a negligible share 
of gross domestic investment in India, Pakistan and 
Sri Lanka, was moderately important in the Republic 
of Korea and Thailand, grew to great significance in 
Indonesia and was of growing major importance in 
Malaysia and Singapore. The pattern in Iran was 
unique in that a moderately important net direct 
foreign investment inflow up until 1972 became 
reversed thereafter. Among the developed countries, 
Japan manifested a small net outflow of private 
investment (as compared with total domestic invest- 
ment), while in Australia and New Zealand — 
normally net recipients — there was high volatility 
from year to year. 
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161. During the 1970s, the world economic boom and 
rising inflation generated a sharply positive resonance 
effect upon the developing ESCAP countries, stimu- 
lating the conditions for accelerated private foreign 
investment inflows in increasingly speculative ven- 
tures. But as recessionary forces emerged in the 
developed countries following 1973, capital outflows 
— particularly to the developing countries — declined 
sharply, contributing to the stagnation of total 
investment in many countries of the region persisting 
into 1976. By mid-1976, however, there were signs 
of renewed vigour of private foreign investment, 
encouraged by more positive attitudes by host 
countries, indicating a return to the long-term up- 
ward trend. 


162. While there is no strong evidence that changing 
social or political circumstances had a significant 
effect on private foreign investment flows on a 
region-wide basis, it is clear that there has 
also been a shift in capital flows within the 
region. Thus during 1975 and 1976, for instance, 
considerable capital migrated from Thailand to other 
ASEAN countries and Hong Kong, as did much 
capital originally destined for the Indo-Chinese States. 
Similarly, policy realignments associated with changes 
in India and the Philippines, among other countries, 
led to increased private investment inflows, at least 
a part of which would otherwise have been directed 
elsewhere within the region. 


163. So far as investment sources are concerned, the 
DAC countries account for the largest share in 
private foreign investment occuring in the ESCAP 
region. Net private foreign investment from the 
DAC countries to the developing ESCAP countries 
for the years 1969 to 1974 is shown in table 16. 
Indonesia, Papua New Guinea and the Republic of 
Korea have been the leading hosts to private foreign 
investment, followed by Hong Kong, Malaysia, 
Singapore, the Philippines, India and Thailand. The 
high concentration of net private foreign investment 
within the ESCAP region is perhaps the most 
important single fact brought out in the table. 


164. Another important feature is the virtually static 
value of total net private foreign investment between 
1969 and 1971, followed by an upsurge in 1972 
and 1973 and a relatively small decline in 1974. 
It is important to note in this regard that the 
volatility was greater in individual developing 
ESCAP countries than for the group as a whole. 
The Republic of Korea, for example, shifted from 
net importer to net exporter between 1969 and 
1970, then returned to net importer in 1971 and 
1972, encountering a nearly threefold increase in 
inflows in 1973 alone, followed in 1974 by a decline 
of nearly one-third. Indonesia, the region’s major 
recipient country, showed similar though less extreme 
year-to-year fluctuations. The potential domestic 


Kil 
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economic and social repercussions of such instability 
of a kev economic variable can be serious enough, 
at least in some sectors, and helps explain one 
possible cause of concern regarding private foreign 
investment among policy makers in many developing 
ESCAP countries. 


165. During the first part of the decade, individual 
source countries have predominated in the over-all 
private foreign investment picture of certain develop- 
ing ESCAP countries. The United States of America 
has dominated the picture in Pakistan, Singapore 
and Thailand, while in Indonesia and the Republic 
of Korea the major source has been Japan. Both 
investing countries have figured prominently in in- 
vestments in Iran and the Philippines. Australia 
accounted for the dominant share in Fiji and Papua 
New Guinea, the Federal Republic of Germany in 
Afghanistan, and the United Kingdom in Malaysia. 
Whatever their cause, these source-country domin- 
ances seem to have contributed much to the recent 
interest of many developing ESCAP countries in 
diversifying their source-country foreign investment 
portfolios by country of origin and in increasing 
indigenous participation in foreign-invested opera- 
tions. 


166. Because of the developed ESCAP countries’ 
geographical proximity, economic complementarities 
and close political relations with the developing 
ESCAP countries, recent private foreign investment 


flow trends from the developed to the developing 
ESCAP countries are of special interest and im- 
portance within the region. Direct private foreign 
investment from Japan and Australia to ESCAP- 
region countries for the fiscal years 1973/74-1974/75 
is shown in table 17. For the region as a whole, 
the far greater quantitative significance of Japanese 
investment outflows over those from Australia is 
immediately apparent; even for individual recipient 
countries, Japan played a more important role in 
all but New Zealand (although Australia invested 
more than Japan in Papua New Guinea in the years 
preceding 1973/74). The 29 per cent decline in 
Japan’s direct private foreign investment in ESCAP- 
region countries between 1973/74 and 1974/75 
reflected the severity of the impact of the world 
recession on the Japanese economy and demonstrates 
one way in which recessionary forces were trans- 
mitted to the other ESCAP countries, with possibly 
more severe and lasting repercussions than in Japan 
itself. Nevertheless, even the reduced 1974/75 
foreign investment figure of $US 890 million repre- 
sents a substantial international capital flow into the 
region emanating from one country. Though Aus- 
tralia’s direct private foreign investment in the region 
is of far smaller magnitude, it is interesting to note 
that, in contrast with Japan’s decline and despite 
the recession, this figure increased by some 124 per 
cent between 1973/74 and 1974/75, with almost total 
concentration on New Zealand and the island 
economies of Fiji and Papua New Guinea. 


Table 16. DEVELOPING ESCAP COUNTRIES: NET PRIVATE FOREIGN 
INVESTMENT FROM DAC COUNTRIES, 1969-1974 


(SUS million) 


Countries 1960 1970 1971 1972 1973 1974 
Afghanistan periment nel. 4.64 0.36 1.74 5.30 —5.03 6.27 
Bangladesh ey Ls — — —_ 0.10 2.62 —4.60 
Burma’ (os) oh fic mee pee ee O20. —0.75 0.09 —0.47 0.33 2.37 
135) lars mate AM PO gc de 4.41 0.04 0.02 1.85 4.39 -8.81 
JeGhyw Qty ak gy 8 of o& 4 17.55 24.15 33.79 80.32 150.75 73.30 
Indiatee tases less frees 34.90 39.11 79.70 16.99 3.25 —6.04 
Indonesias-8t- Gta ise ee ee 48.76 58.99 136.63 153.21 389.78 204.13 
Malaysiarg/; home aero we 13.02 37.32 19.54 65.09 137.57 81.63 
INepal Sct er wee aL Pie 0.13 ite 0.04 0.05 0.24 — 
Pakistan? 45) Saree ee Oe 30.10 —16.65 —11.19 21.29 0.26 —2.59 
Papua New Guinea... . . 42.96 142.03 35.99 97.70 134.47 82.44 
Philippines a>. aca Gao eee 16.03 30.26 —51.33 32.18 61.12 114.17 
Republicitof Koreams sn) nn 52.16 —29.17 71.47 80.31 225.16 105.38 
Samoa. Pek. see aise 0.03 0.02 0.01 1.61 — 0.16 
Singapore.ge. spuccyele. fin, coe 7.62 17.42 25.77 65.44 105.25 74.63 
Socialist Republic of Viet Nam* 0.32 0.61 2.19 2.82 —2.93 9.72 
Solomonulslands’ 9) |. oe 0.05 —_ —0.17 —0.01 0.70 0.52 
Sri. Eankavess Wed ee ees 0.46 —0.44 1.11 5.45 —5.43 5.82 
thatlandivauwcn | sy cane wae 35.95 23.92 2.31 17.66 26.71 37.80 
Iran 0.30 26.88 -—622.44 


annual issues, 1969-1974. 


Source: Derived from OECD, Geographical Distribution of Financial Flows to Developing Countries, 


* Information relates to only that part of the country formerly under the administration of the 


Republic of South Viet-Nam. 
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Table 17. JAPAN AND AUSTRALIA: DIRECT PRIVATE FOREIGN 
INVESTMENT IN THE ESCAP REGION, 1973/74-1974/75 
($US million) 


ea. Japan Australia 
Destination 
1973/74 1974/75 1973/74 1974/75 
by Developing ESCAP region 
iy Wed eels — (— — (—) 6 (8.8) 1 (0.1) 
Hong Kon eek 123 (9.8) S157. 8 (11.8) 16 (10.5) 
Prdonestam ety cea fet. hea Sa (Z7-1) 376 (42.3) 10 (14.7) 19 (12.5) 
IEG Vt Ree AS Me a 48 (3.8) D(A) — (—) — (—) 
Malaysia <4 BU Vep er iA ero ree dine 126 (10.0) 48 (5.4) 8 (11.8) C72) 
Papua New Guinea. . . . 26 (2.1) 11 (1.2) —8°(—5.3) 
einilesprnies ae ye el, ae eS 43 (3.4) 59 (6.6) —2 (2.9) 4 (2.6) 
Republic of Korea. . . . 211 (16.8) 77 (8.7) — (—) — (—) 
Singapore 1 SR RE 84 (6.7) 51 (5.7) 5 (7.4) LUN G742) 
TORETIEY (Chi Gh a She ened Mea 3472.7) 31035) (5) 5(3:3) 
Oser sry) ji Vere Me I) 53, (4.2) 43 (4.8 — (—) 27 (17.8) 
Developed ESCAP region 

[CER esteem ten en eee Sa ee (15) 2 (1.3) 
Australia. . oe Math 167 (13.3) 51. (5.7) Ate el 
NewiuZealandy.! 150 thy) a“ eeetils 1 (0.1) 41 (4.6) 31 (45.6) 64 (41.2) 

otal mau iene ihi29 7) LOO) 890 (100.0) 68 (100.0) 152 (100.0) 


Sources: Derived from responses to enquiries to Australia, Australian Bureau of Statistics, May 1976, 
and Japan, Administrative Management Agency, Office of Statistical Standards, April 1976. 

* Numbers in parentheses are percentages. 

» Because of exchange rate fluctuations, fiscal-year foreign investment statistics cannot be con- 
verted from $A to $US at open-market equivalents. A fixed conversion factor of $A 1 = 
$US 1.4 has therefore been used in this table. 

© Disinvestment attendant upon Papua New Guinea’s attainment of independence. Earlier 
year’s figures are $US 35 (1970/71) and $US 72 (1971/72); 1972/73 data are not avaitable. 
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167. Japanese direct private foreign investment 
among ESCAP region countries is broadly distributed, 
with one exception. Indonesia absorbed one-third of 
the cumulative 1973/74-1974/75 total; the Republic 
of Korea, the second most important single recipient 
received only 13 per cent and no other country 
received more than one-tenth. In contrast, Austra- 
lia’s direct private foreign investment in the region 
was far more concentrated, with New Zealand 
receiving over two-fifths, Hong Kong and Indonesia 
over one-tenth each, and the remainder divided 
among a relatively few countries of the region. 


168. Finally, with respect to the sectoral destinations 
of private investment, there is a generally heavy 
concentration jn the manufacturing sectors of the 
developing ESCAP countries. Taking Indonesia, 
Iran, Malaysia, Pakistan, the Philippines, the Re- 
public of Korea and Thailand as the more repre- 
sentative cases among those countries providing 
data, manufacturing tends to absorb slightly over 
half of total private foreign investment on average. 
For this group of countries, a quarter of all private 
foreign investment in manufacturing has in recent 
years gone into the textiles and garment industries, 
and another quarter has gone into the chemicals 
and petro-chemicals industries. The engineering 
industries (here broadly encompassing metals, metal 
products, machinery, electrical equipment and trans- 
port equipment) have together tended to absorb 
a bit less than another quarter of the inflow, leaving 
the remaining quarter to be shared among the food, 


rubber and miscellaneous manufacturing industries. 
Of the non-manufacturing industries in this repre- 
sentative group of developing ESCAP countries, the 
hotel industry has tended to absorb about one-tenth 
of the private foreign investment inflow, while the 
agricultural, mining, construction and transport sec- 
tors each have tended to absorb about one-twentieth 
on average. 


169. The pattern in other countries exemplifies the 
wide variety of industrial emphases that may be 
experienced as a result of peculiarities in factor 
endowment and other circumstances. Afghanistan, 
for instance, has concentrated what little foreign 
investment has come its way wholly in its fledgling 
manufacturing sector. Fiji has made a serious effort 
to develop the large potentialities of its tourist 
industry and related services, resulting in a con- 
centration of nearly two-thirds of private foreign 
investment in the services sector. Papua New 
Guinea has had the advantage of starting with a 
considerable known mineral wealth, which it has 
sought to exploit by attracting foreign investment 
into this sector, as reflected in its concentration of 
over four-fifths of total private foreign investment 
in mining. Lastly, Singapore’s finely-balanced 
economy has necessitated a major effort to attract 
foreign investment into the manufacturing sector, 
though considerable foreign investment has also 
gravitated to the services (mainly hotels and banking) 
sector. Over two-fifths of Singapore’s private for- 
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eign investment in manufacturing, has been in the 
chemicals and petro-chemicals fields. 


170. Recent years have seen rapid and major policy 
developments concerning private foreign investment 
throughout the ESCAP region. These changes re- 
flect a growing awareness of the contribution that 
private foreign investment can make to the develop- 
ment of specific industries, tempered by a growing 
concern over its possible adverse macro-economic 
effects. Two basic trends are discernible. First, a 
widespread effort has been made to rationalize pri- 
vate foreign investment policy and its implementation 
in keeping with over-all development plans and 
strategies. Secondly, although the developing ESCAP 
countries continue to be sharply divided between 
those that emphasize the costs of private foreign 
investment and those that emphasize its benefits — 
resulting in policy packages that are in certain cases 
narrowly restrictive, in others selective, and in yet 
others extremely liberal — there are indications of a 
gradual drift toward convergence of these differing 
policy approaches. 


5. Development assistance 


(a) Flows from DAC countries 


171. On the whole, the bulk of external financial 
resources for the ESCAP developing region came 
from the-member countries of the DAC countries, 
either bilaterally or through multilateral institutions, 
although in the case of some individual developing 
countries the flows from centrally planned economies 
may have been quite substantial, and, more recently, 
the members of OPEC have emerged as a new and, 
in the case of some countries, the most important 
source of development finance. 


172. The total value of the net flow of financial 
resources from DAC countries and multilateral 
agencies to selected ESCAP developing countries? 
increased by more than 50 per cent in nominal 
terms between 1970 and 1974 from $4.1 billion to 
$6.7 billion. The bulk of this increase was in flows 
of resources at concessional terms (about $1.8 billion 
increase). The main components of the non-con- 
cessional flows, private investment and _ suppliers 
credits, follow very closely the cyclical pattern of 
economic activity in donor countries which makes 
them a rather unstable and volatile source for the 
developing countries. 


173. The development assistance flows proper (ODA 
flows), increased from about $US3 billion in 1970 


31 The selected countries comprise most of the developing market- 
oriented economies in the ESCAP region. Iran, due to its specific 
position as a net donor country, is not among the selected countries; 
however, for illustrative purposes is listed in table 18 separately. 


to about $US4.8 billion in 1974 in nominal terms. 
However, in real terms the ESCAP developing 
countries received in both 1973 and 1974 less aid 
than in 1970 due to the accelerated inflation in 
developed countries. This can be clearly seen from 
table 18 where the nominal values are converted into 
real terms by using the average DAC deflator for 
ODA flows.3? 


174. The preliminary data for 1975 indicate that a 
substantial increase of more than $1.1 billion took 
place in flows of resources at market terms from 
DAC countries and multilateral agencies into the 
ESCAP developing region. However, these increased 
flows were heavily concentrated on a few of the 
ESCAP developing countries, in particular the Re- 
public of Korea and Indonesia. While ODA flows 
to several ESCAP developing countries increased 
substantially, the total-for the ESCAP developing 
region increased only marginally due to the drastic 
reduction and/or discontinuation of flows to De- 
mocratic Kampuchea, Leo People’s Democratic 
Republic and the Socialist Republic of Viet Nam. 
In real terms, the declining trend in volume of ODA 
inflows from DAC countries into the ESCAP 
developing region continued in 1975. For the 
ESCAP developing region, the trends for the ODA 
flows envisaged by the International Development 
Strategy for the Second United Nations Development 
Decade have not materialized, the main reason 
having been a rather disappointing performance of 
the major donor countries in regard to “the 0.7 
per cent ODA target’’.33 


175. Over-all terms of DAC commitments hardened 
slightly in 1974 with an average grant element 
declining from 87.5 per cent in 1973 to 86.0 per 
cent in 1974. However, 1975 saw a considerable 
improvement with the grant element rising to 88.3 
per cent which was well above the DAC target of 84 
per cent.34 The share of tied financial assistance 


32 This may not be the most precise procedure, but it seems to be 
quite acceptable in view of similarities in ODA deflators among in- 
dividual DAC countries. 

33 The ODA/GNP ratios of the major traditional ODA donors like 
the United States of America, the United Kingdom, the Federal Re- 
public of Germany and Japan remained at low levels in 1975 despite 
some recent improvement. In particular the United States of 
America and Japan with 0.27 per cent and 0.24 per cent ODA/GNP 
ratios exerted a very strong downward influence on the over-all DAC 
average ratio which came to 0.36 per cent in 1975 in spite of a num- 
ber of countries including Australia, Belgium, Canada, France, Nor- 
way and New Zealand recording ODA/GNP ratios around 0.6 per 
cent, and Sweden and the Netherlands meeting the ODA target with 
0.82 per cent and 0.75 per cent respectively. 

34 The two major donors to the ESCAP region did not comply 
with the 1972 terms recommendation. The United States of America, 
although providing ODA with a high grant element (86 to 90 per 
cent), did not comply on account of its lw ODA/GNP ratio. Japan, 
in addition to a low ODA/GNP ratio, recorded relatively low grant 
element ranging from about 61 to 70 per cent in 1973-1975 period. 
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Table 18. NET RECEIPTS OF ODA FROM DAC COUNTRIES AND RESOURCES AT CONCESSIONAL 


TERMS FROM MULTILATERAL AGENCIES BY SELECTED DEVELOPING 


ESCAP COUNTRIES, 1970-1975 
(SUS million) 


1973 


57.11 
421.73 
70.77 
779.58 
35.38 
264.66 
58.03 


145.72 
0.91 
616.41 
75.87 
45.26 
222.74 
282.15 
449.07 
25.63 
61.17 


4.25 
14.57 
5.98 
196.33 
3.57 
11.63 
1.40 


—2.96 


3,849.92 


2,525.26 
65.59 
1,037.71 
26.95 
260.41 
6.76 
26.54 
0.69 


2,785.76 
93.77 


1974 


31.74 
486.76 
67.55 
1,122.60 
32.26 
366.63 
80.75 


307.75 
1.03 
663.14 
60.10 
69.74 
158.46 
252.31 
673.05 
21.52 
71.99 


5.75 
14.85 
5.66 
263.22 
5.57 
12.02 
3.04 


9.94 


4,777.49 


3,219.27 
67.38 
1,182.10 
24.74 
353.56 
7.40 
22.55 
0.47 


2,838.68 
95.56 


1975 


47.20 
921.85 
90.05 
1,389.22 
42.23 
426.42 
137.10 


82.51 
0.14 
677.33 
36.95 
96.56 
182.13 
240.15 
215.16 
12.11 
83.40 


5.54 
18.63 
5.71 
304.27 
12.76 
21.97 
3.07 


—8.13 


5,052.46 


3,850.86 
76.22 
764.35 
15.13 
425.00 
8.41 
12.25 
0.24 


2,660.59 
89.56 


Recipient 1970 1971 1972 
South Asia 
Afghanistan 28.19 47.23 55.96 
Bangladesh —_— 15.36 223.80 
Burma . 22.92 40.72 44.35 
India 821.10 997.33 614.33 
Nepal 23.44 22.89 30.19 
Pakistan. 419.80 412.23 304.89 
Sri Lanka . 49.00 55.02 57.92 
Southeast and East Asia 
Democratic Kampuchea 17.82 40.19 67.15 
Hong Kong 1.42 3.64 2.90 
Indonesia 464.27 588.38 503.01 
Lao People’s Democratic Republic 69.29 71.89 66.81 
Malaysia 26.36 41.12 50.23 
Philippines 45.70 70.28 163.47 
Republic of Korea. 274.61 324.38 365.53 
Socialist Republic of Viet Nam* 436.46 460.25 573.66 
Singapore . 28.73 30.88 29.92 
Thailand 74.00 62.24 53.85 
Oceania 
Cook Islands — — 3.72 
Fiji 7.04 10.67 8.48 
Gilbert Islands ‘and Tuvalu 2.18 2.54 4.21 
Papua New Guinea 147.66 144.57 193.96 
Samoa. &s 0.96 1.12 3.16 
Solomon Islands 8.22 7.07 12.56 
Tonga . 1.35 0.64 1.17 
Iran A 20.46 7.06 9.26 
A. Total receipts of the above selected 
ESCAP developing countries . 2,970.73 3,450.64 3,435.23 
Receipts of countries with per capita 
GNP less than $US 200° 1,915.83 2,291.24 1,968.41 
Percentage of A... 4 64.49 66.40 57.30 
Between $US 200 and $US 300° . 843.48 928.52 1,177.61 
Percentage of A . 28.39 26.91 34.28 
Between $US 300 and $US 500¢ . 181.06 196.36 256.39 
Percentage of A . : 6.09 5.69 7.46 
Over $US 500° . 30.15 34.52 32.82 
Percentage of A . 1.01 1.00 0.96 
B. Total receipts of the above selected 
ESCAP developing countries in real 
terms (DAC average ODA deflator 
used) 4 2,970.73 3,292.60 3,005.45 
Index (1970 = = 100) 100.00 110.83 101.17 
Source: Calculated on the basis of data contained in OECD, Development Co-operation Review, 1974 and 1976, Paris. 
Note: Countries have been ranked according to their per capita GNP in 1973. 


GNP in 1970 was used. 


1974 per capita 
receipt 


($US) 


1.69 
6.49 
2.23 
1.91 
2.62 
5.38 
5.90 


39.00 
0.24 
5.00 

18.44 
5.99 
3.84 
7.54 

33.74 
9.69 
1.75 


287.50 
26.51 
94.33 
99.33 
37.13 
66.78 
30.40 


0.31 


4.32 


3.39 
8.68 
23.76 
3.48 


For the former Republic of South Viet-Nam per capita 


* Information relates to only that part of the country formerly under the administration of the Republic of South Viet-Nam. 


> Afghanistan, Bangladesh, Burma, Democratic Kampuchea, India, Indonesia, Lao People’s Democratic Republic, Nepal, Pakistan, 
Samoa and Sri Lanka. Except for Indonesia all these countries have been included in the list of countries most seriously affected 


by the recent world economic developments. 
© Republic of Korea, Philippines, Socialist Republic of Viet Nam, Thailand. 


¢ Fiji, Gilbert and Ellice Islands, Malaysia, Papua New Guinea. 


* Singapore, Hong Kong. 
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in total ODA flows from DAC countries declined 
from 33 per cent in 1973 to 29 per cent in 1975.35 


176. Another important aspect is the distribution 
of external financial flows among the receipients. 
The over-all distribution of total flows from DAC 
countries to ESCAP developing countries remained 
highly skewed against the low per capita income 
countries and the inflows are positively correlated 
with per capita incomes.2* But ODA distribution 
itself is by no means always governed by considera- 
tions of economic need or developmental effect. It 
is indeed a paradox, that the low-income countries 
as a group (under $US 200 per capita) received in 
1974 less ODA per capita ($US 3.39) than any 
other income group of the ESCAP developing 
countries. At the same time, high per capita re- 


ceipts of ODA ranging from $US 18 to $US 39- 


were recorded by countries in the Indo-Chinese 
peninsula; evidence that ODA flows have been 
subject to other than purely economic considerations. 


177. It is well known that the size of the country 
plays an important role in biasing the per capita 
ODA receipts in favour of small countries. This is 
most vividly reflected in figures for some of the 
Pacific islands which have been receiving ODA 
mostly from traditional sources at a much higher 
level (up to $US 100 per capita or more) than the 
average of the rest of the ESCAP developing region. 


178. Recently there has been a certain shift forwards 
increased ODA flows to the least developed and 
most seriously affected countries. This can be seen 
in the increasing share of low-income countries in 


the total ODA inflows into the ESCAP developing | 


countries which rose in 1975 to about 76 per cent. 
However, this trend will have to be sustained and 
intensified, if ODA flows are not in practice to 
accentuate the development gaps among the ESCAP 
developing countries. 


179. As far as the origins of the ODA flows from 
the DAC countries are concerned, the United States 
of America remained the main source of bilateral 
ODA for the ESCAP developing countries, providing 
about 37 per cent of the total bilateral ODA inflows 


$5 Japan, though partially untying a certain portion of its ODA 
in 1974, recorded the highest ratio of tied financial assistance (54.8 
per cent of the total ODA disbursements) in that year. In 1975, 
Japan made a considerable progress towards untying: the share of 
tied assistance was reduced to 38 per cent of total ODA. Canada 
and the United States of America were the countries with highest 
shares (54 and 46 per cent respectively) of tied assistance in their 
ODA programmes in 1975. 

36 The ESCAP developing countries with lowest incomes (under 
$US 200) received in 1973-1975 about $US 4 per capita per annum. 
The countries with incomes between $US 200 and $US 400 received 
about $US 14 per capita. The countries with incomes between $US 
400 and $US 800 received about $US 40 per capita. The countries 
in the highest income group received about $US 52 of external 
resources per head of their population. 


from DAC countries in 1974. However, the United 
States aid was heavily concentrated on the countries 
of the Indo-Chinese peninsula which received 
$US911 million, i.e., two-thirds of the total United 
States bilateral aid flows to the ESCAP developing 
region.37 


180. Japan, with about 21 per cent of the total was 
the second most important donor among DAC 
countries, providing $US 775 million in bilateral 
ODA. Japanese ODA was mainly directed to 
Southeast and East Asia, which took about 
$US 600 million or 78 per cent of the total Japanese 
ODA flows to the ESCAP developing region.*® It 
is abvious, that there is a need for an increase in 
ODA flows from Japan to the countries in South 
Asia, where a number of MSA countries are located. 


181. Australia with about $US 803 million ODA 
disbursements in 1974 provided 10 per cent of all 
bilatered ODA inflows to ESCAP developing 
countries. . Although Australia recently expanded 
and diversified its ODA programme quite con- 
siderably, Papua New Guinea still loomed very 
large among the receipients in 1974, taking about 
two-thirds of all Australian bilateral ODA provided 
to the ESCAP developing countries. 


182. The Federal Republic of Germany, the United 
Kingdom and Canada provided 8.2 per cent, 6.5 
per cent and 6.2 per cent of total DAC ODA flows 
respectively. The ODA flows from these three 
countries were largely directed to low-income 
countries in South Asia. 


183. By far the largest source of multilateral ODA 
flows was the IDA which provided over $US 700 
million or about 68 per cent of total multilateral 
ODA disbursements. India ($US 421 million), 
Bangladesh ($US 88 million), Indonesia ($US 76 
million) and Pakistan ($US 66 million) were the 
largest recipients of IDA funds in 1974. Next in 
importance was the ODA channelled through the 
various agencies of the United- Nations system 
which amounted to over $US 192 million. In 1974, 
relatively large amounts were also obtained from the 
EEC multilateral European Development Fund 
(EDF) by India ($US 49 million) and Bangladesh 
($US 40 million) in the form of the EDF’s steeply 
increased contributions to the food aid programmes 
and to the United Nations Emergency Operation in 
1974. The disbursements made by ADB in 1974 
on concessional terms were quite modest, amounting 


37 If assistance from the United States of America to these coun- 
tries is not to continue in the future, consideration can be given to 
the possibility of using the spare United States capacity and re- 
directing the ODA flows to other, preferably, most seriously affected, 
low-income ESCAP developing countries. 

38 The Republic of Korea and Indonesia received together one- 
half of the Japanese ODA to ESCAP developing region. 
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to about $US 27 million? out of which almost 
$US 11 million was received by Indonesia. 


184, Of the utmost importance to the MSA countries 
in the region is the continuing expansion of IDA 
lending. The total amount of IDA loans committed 
to MSA ESCAP developing countries increased from 
$US 557 million in 1974 to $US 947 million in 
1975 and $US 1,124 million in 1976. The loans 
are mostly related to agriculture, agro-related in- 
dustries (in particular fertilizers) and rural develop- 
ment programmes. In this context, the speedy Fifth 
Replenishment of IDA resources at a minimum 
level of $US 9 billion is of vital interest to the MSA 
countries which in the foreseeable future cannot rely 
on non-concessional financing.*° Similarly, the 
proposed replenishment of $US 830 million of the 
Asian Development Fund to obtain resources for 
ADB new concessional loan commitments should be 
considered as a minimum. 


(b) Flows from centrally planned economies 


185. In the absence of data on disbursements, data 
on commitments are used to indicate the broad 
trends in aid flows. This first half of the Second 
United Nations Development Decade saw a sub- 
stantial increase in the level of average annual aid 
commitments undertaken by the centrally planned 
economies from about $US 825 million in the 1960s 
to a level close to $US 2.5 billion annually as loans, 


credits and grants to developing countries in the 
1971-1975 period. 


186. In 1971-1975 the total commitments of CMEA 
member countries amounted to $US 9.7 billion. 
The ESCAP developing countries obtained about 
one-fourth of these commitments, i.e. about $US 2.5 
billion, out of which the USSR committed about 
$US 2.1 billion. On the receipient side, with the 
exception of Iran, all the ESCAP developing 
countries to which CMEA aid was committed?! 


3® This is quite understandable in view of the recent origin of 
ADB’s ODA programmes. In 1975 disbursements jumped to $US 
77 million with Indonesia ($US 18 million), Bangladesh ($US 16 
million) and Pakistan ($US 16 million) being the major recipients 
of concessional flows. The commitments of new ODA loans had 
to be curtailed in 1975 in view of ADB’s considerable difficulties 
in mobilizing resources for funding. 

4° For other ESCAP developing countries, in particular in East 
and Southeast Asia, the continued expansion of the World Bank 
regular lending capacity in real terms based on the increase in the 
authorized capital of the World Bank is the most relevant issue. 
In addition, a number of ESCAP developing countries, including 
some MSA countries, made use of the World Bank’s Third Window 
to the amount of about $US 360 million in 1976. It is highly 
desirable that the subsidy account of the Third Window be kept 
open to receive contributions so that the original target of $US 1,000 
million in additional loans can be reached. 

“* Afghanistan ($US 760 million), Iran ($US 520 million), India 
($US 500 million), Pakistan ($US 430 million) and Bangladesh 
($US 300 million) were the major recipients in 1971-1975 period. 


39 


belong to the category of the lower income countries 
and all of them have been identified as most seriously 
affected by the recent world economy crisis. 


187. The CMEA countries credits usually carry an 
interest rate of 2.5 per cent and a repayment period 
of 10 to 15 years. Most of the credits and loans 
so far have been related to specific projects in key 
industries (metallurgy, heavy engineering, 
chemicals etc.) and tied to supplies from the creditor 
country, but the repayment of the loans has been 
generally made in local commodities or in the local 
currencies of the aid-receiving countries, thus not 
adding to their foreign exchange strains. Increasing 
attention is being paid to export-oriented projects, 
in particular those matching the import needs of 
CEMA countries both in regard to raw materials 
and manufactures. 


188. The aid commitments of China have been 
stepped up considerably in the first half of the 
Second United Nations Development Decade. Out 
of more than $US 2.5 billion of new commitments 
undertaken in 1971-1975 nearly $US 600 million 
were directed to the ESCAP developing countries. 
The major recipients of Chinese aid commitments 
in the 1971-1975 period were Pakistan ($US 161 
million), Nepal ($US 125 million), Afghanistan 
($US 109 million) and Sri Lanka ($US 106 million). 
These, as well as other minor recipients belong to the 
low-income and most seriously affected developing 
countries in the ESCAPF region. 


189. Nearly all the aid extended by China so far 
has been bilateral. Although the loans and grants 
are largely tied to projects for which equipment and 
services are supplied by China, they also often 
provide for commodity assistance to finance local 
project costs. | While such comprehensive project 
assistance forms the larger part, aid has been also 
extended for relieving critical foreign exchange short- 
ages and for relief grants. 


190. The sectoral composition of the Chinese project 
aid in the ESCAP region tends to be concentrated 
on quickly productive medium- and small-sized pro- 
jects in various industries, in particular the textile 
industry, and on road construction and agriculture, 
including irrigation projects. More recently, China 
has also extended aid for medium-sized projects in 
chemical and metallurgical industries. The Chinese 
aid is provided on very soft terms. Most of the 
loans are provided interest free with maturities of 
20-25 years including a grace period of 10 years. 


42 In some countries co-operation is increasingly directed to agri- 
culture and agro-related consumer goods industries. Some of the 
loans have been used for commodity imports (e.g. USSR wheat loan 
to India in 1973). 
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(c) Flows from members of OPEC 


191. Following the massive increase in their oil 
revenues, the members of OPEC have become a 
new important source of external finance for the 
non-oil developing countries. The flows of financial 
resources from OPEC to other developing countries 
have been effected through various channels, both 
bilateral and multilateral, and provided on both 
concessional and non-concessional terms. The 
ODA commitments of the members of OPEC 
dramatically increased from about $US 2.2 billion 
in 1973 to $US 7.4 billion in 1974 and $US 5.4 
billion in the first half of 1975.45 Together with 
Saudi Arabia and Kuwait, Iran was the largest con- 
tributor, committing about $US 3.2 billion between 
January 1974 and June 1975. 


192. The disbursements of funds provided by 
members of OPEC at concessional terms increased 
from about $US 1.1 billion in 1973 to a level ex- 
ceeding $US 3.4 billion in 1974 and continued to 
flow at this level during the first half of 1975. 
Although the disbursements through multilateral in- 
stitutions increased from $US 9 million in 1973 to 
$US 416 million in 1974, the bulk of ODA flows 
(88 per cent in 1974) from the members of OPEC 
was effected through bilateral channels. 


193. Most of the aid from members of OPEC went 
to the ECWA area. However, it appears that the 
developing ESCAP countries received more than 
$US 0.5 billion of bilateral ODA in 1974 with India 
($US 243 million), Pakistan ($US 201 million) and 
Bangladesh ($US 52 million) having been the major 
recipients and Iran the major donor. There are 
indications that in 1975, Pakistan continued to be 
the largest recipient of OPEC aid to the ESCAP 
region. It has been reported*® that Pakistan 
obtained total commitments of $US 770 million in 
fiscal years 1974-1976 from Iran, the Libyan Arab 
Jamahariya, Abu Dhabi and Qatar for quickly dis- 
bursing balance-of-payments support. Of this 
amount, $US 30 million was disbursed in 1973/74, 
$US 410 million in 1974/75 and $US 330 million 
in 1975/76. The rupees generated by the assistance 
were utilized to finance development projects and 
programmes. In addition, Iran, the Libyan Arab 
Jamahariya, Saudi Arabia, Kuwait and Abu Dhabi 
pledged or committed $US 391 million in project 
aid mostly for industrial development. The 


43 Unless otherwise indicated the data on OPEC are drawn from 
UNCTAD, “Elements of a programme of economic co-operation 
among developing countries” (TD/192/Supp.1). 

#4 The ODA provided by the members of OPEC in 1973 and 
1974 represented 1.1 per cent and 1.9 per cent of their combined 
GNP respectively, and was far above the 0.7 per cent target set 
for the developed countries’ ODA flows in the International Develop- 
ment Strategy for the Second United Nations Development Decade. 

“5 Government of Pakistan, Pakistan Economic Survey 1975/76 
(Islamabad, 1976), pp. 147-156. 


assistance from members of OPEC amounted to 6 
per cent in 1973/74, 36 per cent in 1974/75 and 
(an estimated) 31 per cent in 1975/76 of all dis- 
bursements of foreign economic assistance to 
Pakistan. It has been further reported that in 
1975/76 the Iranian commitments of . aid to 
Pakistan were in excess of $US 300 million, thus 
far surpassing the commitments of the traditional 
principal source of aid to Pakistan —the United 
States of America ($US 185 million).*° Further- 
more, in view of the recently extended commitments 
to them, Afghanistan, Indonesia and Malaysia are 
likely to join in the near future the ranks of major 
recipients of aid from the members of OPEC in the 
ESCAP region. 


194. Some of the development ESCAP countries re- 
ceived concessional aid from members of OPEC 
through multilateral channels. The members of 
OPEC contributed $US 150 million directly to the 
Special Account of the United Nations Emergency 
Operation in 1974, and by June 1976 had con- 
tributed $US 62 million, i.e. half of the total con- 
tributions, to the Subsidy Fund of the World Bank’s 
Third Window. At the same time, members of 
OPEC pledged contributions to the IMF Subsidy 
Account designed to reduce the cost of borrowing 
under the IMF Oil Facility for the MSA countries. 
More recently, by increasing their original pledges 
to about $US 440 million the members of OPEC 
were also instrumental in meeting the required 
minimum of $US 1 billion in setting up the Inter- 
national Fund for Agricultural Development. 


195. In a broader context, the members of OPEC 
became an important source of financing for non-oil 
producing developing ESCAP countries in the area 
of non-concessional flows. Here, arrangements 
have started to be made for members of OPEC to 
participate directly in the financing and implementa- 
tion of development projects in some of the ESCAP 
countries. | However, the largest flows took place 
through the IMF Oil Facility in 1974 and 1975 and 
through the Euro-currency market. 


(d) The debt problem 


196. In the pre-1973 period, the external public 
debt of the developing countries continued to in- 
crease at an accelerating pace. The average annual 
increment of 12-13 per cent in the late 1960s rose 
to around 16 per cent in 1970-1972 and 19 per 
cent in 1973. The increase of service payments on 
this outstanding debt was even more pronounced, 
growing in average by 16 per cent per annum in the 
1967-1972 period and accelerating to 31 per cent 


48 See Far Eastern Economic Review (Hong Kong), vol. 92, No. 
26, 25 June 1976, p. 90. 
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in 1973. The more rapid increase in service pay- 
ments reduced the new flow (gross disbursements 
minus amortization) or net transfer (gross disburse- 
ments minus amorization and interest) of resources 
resulting from a given volume of gross lending. 


197. The relatively faster increase in debt-service 
payments was connected with the rising share of 
private capital in the total capital flows into 
developing countries. This change in the composi- 
tion of the capital flows which took place during 
1967-1973 period resulted in the over-all 
“hardening” of the terms and was ultimately re- 
flected in the acceleration in debt service payments. 


198. The data on the external indebtedness of the 
selected developing ESCAP countries, as reported 
by the World Bank, are presented in table 19. It 
can be seen that the East Asian countries’ external 
indebtedness rose at a much higher pace in 1973/74 
than that of the South Asian countries.47 At the 
same time, the reliance on private creditors was 
much higher in the case of East Asian countries. 
On the contrary, the data on debt-service ratios in- 
dicate that the servicing of the outstanding debt 
put a much larger strain on the foreign exchange 
earnings of South Asian countries. 


199. However, the data in table 19 do not reflect 
the most recent trends which are quite disturbing. 
In both 1975 and 1976, the developing ESCAP 
countries had to resort to an exceptionally large 
volume of external borrowing. A substantial part 
‘of these funds was supplied by private banks and 
other sources at relatively hard terms. Moreover, 
the major source, Euro-currency credits, showed 


“7 With the exception of Bangladesh and Burma, which represent 
rather special cases. 


more recently a considerable shortening of 
maturities; in 1974, only 19 per cent of loans to 
developing countries were for one to six year 
periods and 81 per cent were for more than six 
years. In 1975, the share of relatively short-term 
(one to six years) loans rose to 75 per cent and in 
the first half of 1976 it was running at a level of 
over 70 per cent.*8 


200. In regard to the burden of the debt service, the 
ratios declined in 1973-1974 for the majority of the 
ESCAP developing countries. However, it should 
be pointed out that this was mainly the result of a 
temporary export commodities boom that tapered 
off by 1975.49 So it seems that the hardest years 
are yet to come. The slackening of growth in ex- 
ports in 1975 combined with the expected increase 
of debt-service payments on recent hard-term 
borrowing is likely to have increased the debt- 
service ratios drastically. According to the 
UNCTAD estimates, for non-oil-exporting deve- 
loping countries the ratio of debt service on public 
and publicly guaranteed debt to the export of goods 
will rise from a level of 11 per cent in 1974 to 18 
per cent in 1976 and 21 per cent in 1977. If the 
service on non-guaranteed private debt is taken into 
account, these ratios may reach 26 and 29 per cent 
respectively.°° | Needles to say, for many of the 
developing countries a debt-service burden of this 
magnitude would critically reduce their import 
capacity in regard to the items essential for develop- 
ment; the need for development assistance on easy 
terms is thus greater than it has ever been. 


48 IBRD, Borrowing in International Capital Markets, second quar- 
ter 1976 (EC-181/762). 

42 In case of some countries, debt relief negotiated in the early 
1970s also contributed to the decline in debt-service ratios in 1973- 
1974. 

5° UNCTAD, “International financial co-operation for develop- 
ment” (TD/188/Supp. 1). 


Table 19. EXTERNAL PUBLIC DEBT OUTSTANDING OF SELECTED DEVELOPING ESCAP COUNTRIES, 
BY COUNTRY AND TYPE OF CREDITOR, AT 31 DECEMBER 1974 
($US million) 


Index 


1974/1972 Disbursed 

disbursed debt only 

outstanding 

East Asia and Pacific total. . . . 135 13,006.8 
yh Ng Sen aS ae 344 41.3 
MMO ee eS es St 146 5,897.3 
ou Det Fils MIRE 2 eet eS: Be 139 873.9 
elie hg Bo ig hinted 121 1,031.2 
Republic of Korea . PRR ay vase 155 4,028.7 
Socialist Republic of Viet Nam”. . 225 144.2 
pingaporeii ny ty a!) wees ants ke 224 476.8 
COPE aE ee er ee 130 513.4 
PESTA Ee se eh 3 121 18,238.1 
PrUSUCURISAn Se ees Worse: co a FY, 114 771.6 
Bangladesh 4) nF ee 1,236 753.7 
ESET eee ea a 179 291.7 
‘1S 5 ahaa Shh taeseliaeaiaanan 114 11,241.6 
IOS SETI eS 2 120 4,634.5 
Sretankas = ': ie 123 545.0 


Source: World Bank, Annual Report, 1974 and 1976. 


* Does not include publicly guaranteed private debt estimated at $US 582 million. 
Information relates to that part of the country formerly under the administration of the Republic of South Viet-Nam. 


Including undisbursed 


Total Bilateral Multilateral Suppliers Banks Other 
official 

21,154.0 9,849.1 4,295.5 3,107.9 3,130.0 771.6 
66.3 25.0 24.9 1.2 — 15.3 
8,696.0 5,644.2 900.0 1,280.1 477.4 394.3 
2,189.1 385.6 737.6 16.7 971.0 78.3 
2,002.2 699.7 776.6 83.1 394.3 48.5 
6,147.3 2,261.6 932.9 1,636.0 1,173.4 143.4 
291.5 189.5 37.4 -- 46.2 18.4 
639.0 232.7 237.2 62.6 33.0 73.4 
1,122.6 410.8 648.9 28.2 34.7 ms 
24,980.1 17,573.7 6,224.3 1,001.1 174.3 6.7 
1,596.3 1,515.0 74.9 6.5 — — 
1,674.9 917.8 500.6 221.6 34.9 -- 
455.4 306.2 97.6 51.2 0.4 -- 
14,207.5 9,573.5 4.2112 391.5 29.0 2.2 
6,230.0 4,751.2 1,198.4 170.5 109.7 0.2 
816.0 510.0 141.7 159:9 0.2 4.3 
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ll. THE HUMAN DIMENSION: PARTICIPATION IN DEVELOPMENT 


201. With the dethronement of growth rates as the 
sole measure of development, there has been in- 
creasing attention in recent years to the question of 
the participation of different sectors of the popula- 
tion in the development process and in the distribu- 
tion of the benefits of growth. When development 
is regarded as a process calling for participation of 
all members of a society, it must be seen as a set of 
complex social and economic relationships evolving 
over a period of time, the nature of which it is 
often difficult to grasp. Such long-term relationships 
however have to be taken into account in develop- 
ment policy formulation, implementation and 
evaluation. The process of modernization under- 
way in the developing countries, though at varying 
speeds, has given urgency to such considerations. 
In the brief coverage here of such long-term pro- 
cesses, attention has been concentrated on the 
social relations in production in the rural sector 
both on account of their importance and their com- 
plexity, on women and youth participation, on in- 
dustrial and rural labour environment, and the 
magnitude of unemployment. 


A. INTEGRATED RURAL DEVELOPMENT 


1. Rural development 


202. The post-1971 period witnessed the adoption 
and continuing implementation by the developing 
ESCAP countries of a wide range of policies and 
strategies and the launching of numerous pro- 
grammes and projects designed to contribute to 
rural development. Some specific illustrative 
examples are cited. 


203. The Philippines has intensified its land reform 
effort, in the immediate post-1972 period, with the 
declaration of all rice and corn areas as land re- 
form areas with the tenants of those lands being 
deemed owners of the land they tilled as at the time 
of the decree in 1972. Sri Lanka, completed the 
physical take-over of about 560,000 acres of surplus 
lands under the first stage of its land reform pro- 
gramme during the period 1972 to 1974.1 The 
National Programme of Minimum Needs was started 
in India, as part of the Fifth Five-Year Plan, in 1974 
to provide certain basic amenities in the form of 
elementary education, rural health and drinking 
water, and with provision for slum clearance, rural 
roads and rural electrification. Thailand sought to 
attack the twin problems of inadequate rural in- 
frastructure and off-season rural underemployment 
through a strategy of block allocation of resources 
to local areas to finance projects selected at the local 
level, embodied in the Tambon Development Fund 


‘In 1975, plantations owned by companies were taken over by 
the State. 


Scheme started in 1975. In 1972, Pakistan com- 
menced its Integrated Rural Development Pro- 
gramme, which sought to improve the socio-economic 
situation of the small and medium size farmers 
through the increase of their productivity by pro- 
viding technical guidance, supervised credit, supply 
of inputs, marketing facilities etc., in an integrated 
manner from a focal point (know as a Markaz) 
serving a production area of 50 to 60 villages. The 
Republic of Korea launched Saemaul Undong (New 
Community Movement) in 1971, with the aims of 
generating attitudinal changes in the rural people 
and of improving the rural physical environment and 
the standard of living of the villagers through pro- 
jects decided upon by the locai people themselves 
and executed on the basis of mutual self-help, sup- 
ported by the relevant government agencies through 
subsidies and loans. Bangladesh has recently in- 
troduced the Swanirvar Bangladesh Programme or 
self-reliant approach to rural development. Iran 
sought to provide support to the institutional aspects 
of its land reform programme through the setting 
up of the Central Organization for Rural Co- 
operatives in 1973. Malaysia commenced a pro- 
gramme of amalgamating a wide range of mainly 
single-purpose agricultural co-operatives into a net- 
work of about 210 farmers’ co-operatives with the 
enactment of the Farmers’ Organization Act of 
1973. 


204. Apart from such specific examples, there has 
been a broadening of the scope of programmes 
aimed at increasing agricultural productivity through 
more effective provision of inputs etc., and of pro- 
grammes for expanding access of the rural popula- 
tion to a variety of social services particularly 
education and health. 


205. While progress has been made in some areas 
there is growing concern among political leaders 
and professional planners that the over-all situation 
with regard to rural proverty appears to be 
deteritorating. Orientation of development policies 
and programmes towards the needs of the poor is 
often held to require a process of growth, self- 
reliant and sustained, a broad-based, participatory 
and decentralized pattern of development and an 
integrated approach to the basic needs of the rural 
poor in a planned and co-ordinated manner. These 
three aspects are interrelated but a few observations 
in respect of each may be made. 


2. Self-reliant growth 


206. There is a consensus among the developing 
countries of the region that, without forgoing the 
advantages of international trade and to the extent 
their resource endowments permit, they should be 
self-supporting in meeting their critical require- 
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ments in terms of goods and services generally. In 
regard to rural development the significant aspect is 
the degree of self-reliance that rural communities at 
different levels —village, the sub-district, the 
district and the province —could be expected to 
develop and sustain. Hence the importance of 
decentralization and participation in the develop- 
ment process. 


207. In a number of countries, for instance India, 
Malaysia, Sri Lanka and Thailand, there has been 
an increase in the involvement of local institutions 
in the identification and preliminary formulation of 
development projects.2, However this involvement 
has tended more to take the form of the execution 
of tasks delegated from central organs of govern- 
ment than the mobilization of support and resources 
for achieving the goals of locally-planned activities, 
under a more systematically conceived philosophy of 
self-reliant growth. 


208. An important aspect of self-reliant rural 
development is the ability to evolve a technological 
base, viable in terms of requirements as well as 
indigenous resources. The need to develop such a 
technology policy is often acknowledged by govern- 
ments; its urgency has increased as the “new 
technology” in agriculture has proved to be import- 
biased. The systematic development, adoption and 
exploration of such a policy is still to come about. 
There are, however, some interesting experiments 
underway in the region for rural technology deve- 
lopment, building on the resources and needs of the 
village population. Development of a cheap source 
of energy in the form of bio-gas plants and up- 
grading the design and performance of traditional 
transport vehicles (such as the bullock-cart) are but 
two such examples. Some beginnings have been 
made with the exploration of such potential in the 
fields of health and education. Efforts have to be 
hastened with deliberate speed if the objective of 
self-reliant rural communities is not to remain for 
ever a distant goal; they also provide a promising 
avenue for technical co-operation among developing 
countries. 


3. Mass-based and decentralized development 


209. Among the developing countries in the region, 
the attitude and commitment of governments to 
mass participation in the development process vary. 
There are some countries in the region where there 
are strong traditions of local self-government and 
the broadening of the popular base of such institu- 


? The Panchayati Raj in India, the restructuring of the local 
government system in Malaysia in 1974, the Agricultural Produc- 
tivity Committees in Sri Lanka since 1972 and the Tambon Deve- 
lopment Fund Scheme in Thailand in 1975. 
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tions and their restructuring are envisaged in recent 
governmental policiés. At their present stage of 
economic development, it is felt by some govern- 
ments that central initiative and direction primarily 
through bureaucratic channels will be more 
appropriate in terms of efficiency and timing of 
development efforts. Some other governments see 
in arrangements for mass participation potential 
threats to their prevailing policies. 


210. Prevailing ideas and practices relating to 
decentralization and participation vary from country 
to country in the region; however, they have one 
important characteristic in common in almost all 
the developing ESCAP countries. Decentralization 
that has been tried, with involvement of local in- 
stitutions in development work, has been largely 
with respect to implementation and less so in for- 
mulation of development plans at the local level in 
crucial areas. Even in such a limited sphere, the 
institutions concerned have tended to be dominated 
by a minority elite. 


211. Co-operative societies, for example, have been 
shown to be manipulated by elites in a variety of 
ways. Refusal to repay loans can lead to in- 
solvency? and thus keep the reins of credit in the 
hands of the wealthy.4 Rural works programmes 
have frequently been dominated by the relatively 
wealthy; they have strengthened rural elites and 
their income generating effects for the poor have not 
been fully realized° Extension efforts, which 
should function partly to help small farmers gain 
access to externalities, tend to be concentrated more 
on larger farmers, in part because they are able to 
exercise their demand through their domination of 
local agents of highly centralized bureaucracies.® 
The domination of rural economies by the rich 
farmers has been allowed to reduce the availability 
of irrigation water to all.’ 


212. A major factor in the case with which elites 
have been able to achieve or maintain their 
domination is the highly centralized nature of 
bureaucracies. The early success of the Comilla 
project in Bangladesh has been partly attributed to 


3 Akhter Hammed Khan, “Tour of 20 Thanas” (Pakistan 
Academy for Rural Development, February 1971). 

4 P.K. Mukherjee and B. Lockwood, “High yielding varieties pro- 
gramme in India” in R.T. Shand (ed.), Technical Change in Asian 
Agriculture (Canberra, Australian National University Press, 1973), 
Pu/ >: 

5 Inayatullah, Co-operatives and Development in Asia (Geneva, 
UNRISD, 1972), p. 57; Akhter Hammed Khan, “The ghost of 
Comilla”, Integrated Rural Development, yol. 1, No. 1, December 
1975, p. 73. 

6S.D. Biggs and C. Burns, “Agricultural technology and the 
distribution of output in a traditional rural system”, Institute of 
Development Studies Discussion Paper, No. 21 (Brighton, Univer- 
sity of Sussex), p. 26. 

7 EH. Jacoby, Man and Land: The Fundamental Issue in Deve- 
lopment, (London, Andre Deutsh, 1971), p. 336. 
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the fortuitous abolition of the national community 
development programmes to which it would other- 
wise likely have been subordinated. Elsewhere, 
local level bureaucrats are excessively subordinated 
to national hierarchies, as opposed to local govern- 
ment, and thus subject to control through ties 
between local and national elites in extensive 
patrimonial systems.? 


213. Various measures are being taken by govern- 
ments to remedy the situation in regard to 
dominance of rural institutions by a minority of 
rich and powerful classes. In Bangladesh, for in- 
stance, proportional representation according to the 
various strata and occupations of the rural society, 
is being experimented with at the village level in the 
membership and management committees of village 
co-operative/council or farmers’ associations, to 
prevent their possible domination by a minority. 
Special interest group organizations for small 
farmers, landless workers, women and rural youth 
are being fostered, both by governments directly and 
through non-governmental private sector efforts in 
some countries of South Asia. The results observed 
are not encouraging in terms of generating counter- 
vailing organizations at the local level, viable in 
terms of making their requirements felt if not 
dominating the over-all pattern of rural development. 


214. In order for participation to be effective further 
decentralization of administrative and _ political 
structures may be necessary. Land reform has been 
most effective for example (in the improvement of 
tenure security, small farmer income and _ political 
power of small farmers) where it has been im- 
plemented through local representative bodies.!° 
Again the relationships are complex. In southern 
Gujarat, India, the strengthening of small farmers 
weakened the landless because it gave the former 
common cause with large land-holders.!! 


8 H.M. Choldin, “An organizational analysis of rural develop- 
ment projects at Comilla East Pakistan”, Economic Development 
and Culture Change, vol. 20, No. 1, October 1971, p. 673. 

®j. Ingersoll, The Social Feasibility of Pa Mong Irrigation, a 
report to the US Bureau of Reclamation (Washington D.C., 1969), 
p. 181. This can work both ways of course. Merely cutting local 
bureaucrats loose from national hierarchies will likely leave them 
at the mercy of local power elites unless complementary steps are 
taken to increase the democratic nature of local systems. 

107. Montgomery, “Allocation of authority in land reform pro- 
grammes; a comparative study of administrative processes and out- 
puts”, RTN reprint (New York, ADC, Inc., 1974), p. 5. Local 
officials can be protected against landlords by pitting the latter 
against national level officials. This is not a simple process, how- 
ever. ‘“‘. .. any purposeful distribution of land must entail the 
distribution of wealth, income, status, capacity for saving, and 
political influence which will not only provide incentives for in- 
creased agricultural production and labour productivity but will 
strengthen the socio-economic position of the peasant population.” 
E.H. Jacoby, op. cit., p. 171. 

11 J. Bremen, “Mobilization of landless labourers: Halapatis of 
south Gujarat’, Economic and Political Weekly (Bombay), vol. 9, 
No. 12, 1974, p. 490. 


215. The frequent ineffectiveness of-co-operatives in 
taking care of the needs of the poor farmers pro- 
vides a clear demonstration of the importance of 
participative approaches. The manner in which 
co-operatives have been manipulated by elites has 
been cited. One reason why this has been so easy 
for them is that co-operatives have rarely provided 
viable alternatives to traditional patron-client re- 
lationships; the expectation of survival is often 
maximized for the poor and the weak by competi- 
tion with their peers, not by attempting to co- 
operate with each other in opposition to the desires 
of the wealthy and the large.'? 


216. However, simple decentralization of administra- 
tive structure is not the answer. _ It all too often 
makes possible direct links between bureaucrats and 
elite at the local level. If decentralization does 
not somehow simultaneously make local functionaries 
answerable to the poor, it merely brings a change in 
the mode of their exploitation. In _ general, 
decentralization is a necessary adjunct but by itself 
will not bring about mass participation. 


217. Mass participation cannot be conceived in- 
dependently of appropriate institutional means. It 
requires fundamental, across-the-board institutional 
restructuring, to provide the rural poor with the 
organizational avenues for the management of their 
own affairs in ways they themselves determine. 
Otherwise, mass participation could be used in the 
interest of elite-determined goals. In fact, what is 
required is actual devolution of authority, with re- 
sources which the rural poor may mobilize and 
appropriate as they consider necessary to respond 
to their own felt needs and expectations, with rural 
governmental agents offering technical support to 
those self-governing units when specifically called 
for. This would require the rural poor to organize 
themselves voluntarily and on their initiative to 
pursue their interest. In the past the rural poor 
have been thwarted by vested, usually landed, in- 
terests to whom any basic rural institutional change 
constitutes a real threat. Initially it may be 
necessary for the rural local, private, non- 
governmental, voluntary bodies linked by confederal 
arrangements with similar local linkages in 
neighbouring localities to organize themselves and, 
if required, with government-operated activities, to 
bring aout the vertical and horizontal change in the 
institutional arrangements and processes for mass- 
based rural development. Such arrangements have 
necessarily to be evolved in the context of each 
country’s socio-economic conditions. 


12 “The competition for the few favours to be had in a situation 
cf continuous scarcity in each and every respect invalidates any 
strengthening of horizontal solidarity.” J. Bremen, loc. cit., p. 491; 
ESCAP, “Premises and implications of a unified developed process” 
(SD/SP/ExIn-3). 
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4. Integrated development 


218. Integration in the context of rural development 
has both a physical and a human connotation. In 
terms of fulfilling essential needs of the rural masses 
there is growing recognition that past efforts, both 
in plan formulation and implementation, at im- 
proving the quality of life in the rural areas tended 
to be fragmented and compartmentalized. This 
was in many ways the direct result of the manner 
in which departments and specialized agencies con- 
cerned with rural development planned and executed 
their activities. Co-ordinating or integrating 
mechanisms were either weak or ineffective in the 
face of strong departmental loyalties and 
jurisdictions. 


219. The weaknesses of the administrative system 
are being increasingly highlighted and many govern- 
ments in the region are experimenting with alterna- 
tive ways of achieving a unified thrust to ensure 
complementarity of efforts and to avoid overlapping 
or duplication. Some of the experiments are no 
more than ad hoc efforts at setting up interdepart- 
mental committees with the hope of bringing about 
a unified approach to both planning and execution 
of rural development programmes. Some others 
represent more formal structural innovations within 
government. The Philippines, for instance, has 
instituted a Cabinet Co-ordinating Committee, 
serviced by professional staff, for major rural 
development projects. 


220. In a more fundamental sense there is the 
failure to integrate the rural masses in the process 
of planning and development. One expects a more 
purposive and co-ordinated thrust from specialized 
departments when the people at large, particularly 
the disadvantaged, are able to articulate their 
essential requirements and insist on their being met. 
This is part of the larger problem of mass participa- 
tion referred to earlier. 


221. <A related aspect is the integration of women in 
economic development. This will require training 
and upgrading of their skills as well as their partici- 
pation in innovative technology for reducing physical 
strain and drudgery. Efforts at integrating women 
in development are largely confined to formation 
of women’s asosciations, mothers’ clubs etc., for 
family planning and home crafts. Important as 
these are, extension-training for women will upgrade 
their skills and can lead to their participation in 
development of adaptive research and indigenous 
technology and, thus, needs to be explored. It is 
important to increase the productivity of women in 
the work they usually perform in rural societies 
while they are being groomed to perform new roles 
connected with family and nutrition. 


222. Education and training in the context of ex- 
panding the local technological base for integrated 
rural development require a shift in the present 
urban focus and allocation of greater resources, in 
favour of basic education, non-formal education for 
adults and on-the-job training of farmers, artisans 
and peasant technicians. The content of basic 
education itself has to be related to the local and 
work situation. Developing countries of the region 
are directing increased attention to bringing about 
such changes, with limited progress so far. The 
village school which, in many countries, is alienated 
from the local scene and requirements, has to 
become the focus of experiments in agriculture, 
health services and the like. China exemplifies the 
integration of the school with the local community. 
Decentralization of school management to local and 
regional levels is being attempted in some countries, 
particularly those with well-developed local self- 
government institutions; a basic problem is their 
lack of adequate financial resources. Innovations 
like involving the small farmer and the local 
craftsmen as teachers in the rural school and the 
departmental technicians as part-time teachers are 
being tried in some areas. Students are in some 
cases being trained as barefoot doctors to serve the 
local community. However, these developments 
are only at an experimental stage. 


223. Integrated rural development also calls for an 
intimate relationship between communities and their 
health services. There is growing realization that 
the basic threats to health in rural areas can be 
countered by less-expensive and preventive sanitary 
measures undertaken by group action; also basic 
health services can be provided by community 
workers in the rural areas after elementary training. 
The continued and significant dependence on in- 
digenous systems of medicine has attracted renewed 
attention to their role, when integrated with the use 
of a modern medical system. However mechanisms 
like primary health care centres in India are only 
outreaches of the urban-oriented medical delivery 
system. Recently, as in the Philippines and 
Sarawak (Malaysia), various systems have been ex- 
perimented with which share a common emphasis 
on local recruitment and local training of villagers 
as health workers, who will remain in their own 
community to deliver basic health-care after re- 
latively short training periods. Another focus 
found in most developing countries is on extending 
comprehensive services to mothers and children, 
imparting at the same time a better understanding 
and development of family planning. 


224. Finally, it needs to be emphasized that the 
ideals of self-reliance, participation and decentraliza- 
tion will remain largely irrelevant unless full 
utilization of the rural labour force in productive 
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activity can be achieved. Without regular em- 
ployment and adequate income, sustained develop- 
ment for the masses, consistent with their dignity 
as human beings, is inconceivable. Some countries 
like Malaysia have been able to absorb the growth 
in the labour force in manufacturing and labour- 
intensive export industries. But this is exceptional 
and in countries like Indonesia, India and 
Bangladesh, the labour force is anticipated to more 
than double itself over the next decade. Providing 
productive employment to the millions of un- 
employed and underemployed has thus to be of 
utmost priority in the strategy for rural development. 
It is generally recognized that this will have to be 
built into the strategy for increased agricultural pro- 
duction and for diversification of the rural economy. 
Of late, it is also realized by many developing 
countries in the region that the countryside alone 
cannot absorb the expected massive addition to the 
labour force. Decentralized market towns, when 
systematically developed along with rural-based in- 
dustries and supporting services, can provide 
additional employment opportunities. 


B. EMPLOYMENT AND UNEMPLOYMENT 


1. Measurement of unemployment 


225. The applicability of Western concepts of em- 
ployment and unemployment to the Asian context 
—in both rural and urban settings — is question- 
able. Rural employment has traditionally been 
only one aspect of a set of diffuse relationships, re- 
lationships within kin groupings, patron-client 
bonds or factional groupings.% As agriculture 
becomes more commercialized, however, the re- 
ciprocal nature of these relationships tends to break 
down and they take on more the character of inter- 
class relationships wherein the more powerful, in 
terms of control of land and capital, are able to 
employ the less powerful—the growing rural 
proletariat with less concern for traditional 
security expectations.'4 A related situation exists 
in urban Asia regarding the inapplicability of 
“Western concepts which basically presuppose that 
an organized labour market exists, that workers 
have mobility and can voluntarily choose between 
alternative jobs, and that the institutional environ- 
ment standardizes labour performance in such a way 
that little specific attention to the duration of the 
work day and week and the qualitative dimensions 
of labour input is necessary”. 


13 See, for example, Ameerul Huq (ed.), “Exploitation and the 
rural poor, a working paper on the rural power structure of Bang- 
ladesh” (Kotbari, Comilla, Bangladesh Academy of Rural Develop- 
ment, 1976). 

14 Inayatullah, Access 1o Distributive Justice for the Rural Poor 
(Kuala Lumpur, Asian Centre for Development Administration, 
1976). 

15. G. Myrdal, Asian Drama (New York, The Twentieth Century 
Fund, 1968). 


226. The difficulties in measuring the degree of un- 
employment start with the concept of the labour 
force itself. According to this concept, all persons 
either working or seeking work, for pay or profit, 
in a reference period of a week preceding the 
enumeration, are included in the labour force. It 
is a concept sepcially designed for measuring the 
labour force in advanced industrial countries but 
widely followed in most countries, following the re- 
commendation of the United Nations Statistical 
office. This concept is not particularly appropriate 
in the developing countries, in which so much of 
economic activity takes place in the agricultural 
sector on a highly seasonal basis. Further, sub- 
stantial numbers of persons, who are idle and 
willing to work, are in fact not seeking work, be- 
cause they do not expect to find any and are there- 
fore not included either in the labour force or in 
the count of the unemployed (the so-called “dis- 
couraged workers”). There has also been a con- 
siderable change in the labour-force participation of 
women. Formerly, a large proportion of the female 
labour force was in the category of unpaid family 
workers; as definitions of unpaid family workers 
were not uniform among countries and even within 
countries over time, there were large variations in 
the labour-force participation rates of women. In 
recent years, the number of women employed or 
seeking work as employees has risen steadily with 
levels of education, urbanization and lack of pro- 
ductive employment opportunities in their household 
or family farms or other enterprises. 


227. In addition, there are equally serious difficulties 
in the concepts of employment and unemployment. 
The concept of unemployment occurs in its most 
clear-cut form in the advanced industrial countries 
in which unemployed persons are most readily 
identifiable by their inability to find work for which 
they are suitable by well-established norms and 
hence are eligible for unemployment benefits from 
the social security systems in those countries. In 
the absence of such a system in the developing 
countries, large numbers of persons who are unable 
to find employment, which is in some sense suitable 
for their qualifications, are forced to work in various 
other capacities just to earn a living and do not 
therefore appear in the various counts of unemploy- 
ment. The typical case of persons who do appear 
as unemployed in such enumerations are therefore 
the young, educated workers from the better-off 
families who can afford to remain unemployed be- 
cause they are maintained by their families. 


228. Because of the weakness of the labour-force 
approach in measuring the amount of unmeploy- 
ment, there have been a number of small-scale 
sample surveys in many ESCAP countries in which 
more carefully designed definitions of labour-force 


II. The human dimension: 


Participation in development 47 


participation and unemployment are used. One of 
the special aspects surveyed is that of underemploy- 
ment in rural areas. Another special approach 
used was an attempt to measure underutilization of 
labour, not by the amount of time spent at work, 
but by the incomes earned by work; this has been 
described as the income approach to employment.!¢ 


2. Results of recent measurements 


229. The results of recent measurements of unem- 
ployment in some of the ESCAP countries may be 
briefly summarized as follows. The 1971 census of 
India estimated that 3.3 millions were unemployed 
in India (1.5 millions in urban areas and 1.8 millions 
in rural areas). The census, however, enumerated 
only 186.1 million persons who were mainly or 
secondarily working and including the number un- 
employed, which is only 34 per cent of the popula- 
tion. It is generally felt that this estimate is not 
comparable with the earlier estimates in India, such 
as the estimate of 40 per cent from the National 
Sample Survey, or with estimates from other 
countries.!7_ According to the census, the unem- 
ployment rate (the unemployed as a proportion of 
labour force) comes to only 1.8 per cent. If the 
estimate of the labour force is revised upward to 
make it comparable with other countries, the unem- 
ployment rate would be even lower. It is clearly 
a serious understimate, compared, for example, with 
an estimate of nearly 5 per cent in 1961/62 shown 
by the 17th Round of the National Sample Survey 
and with estimates from small-scale surveys in 
various parts of the country, such as the estimate of 
22 per cent in Bihar reported by M.L. Dantwala,!® 
based on a calculation in terms of man-days. The 
census estimate is also completely out of line with 
the data on the proportion of the population below 
the austere poverty line used for planning purposes. 


230. Unemployment data were collected in the 1971 
census of Indonesia, but as a result of changes in 
the process of making the final classifications from 
the questionnaires used, there are two widely 
differing estimates of unemployment rates, namely 
2.2 per cent according to the Series C estimate 
(preliminary) and 8.8 per cent according to the 
Series E (final) estimates. A closer study of the 
data suggests a rate of about 6.0 per cent, which is 
in line with the results of some special labour-force 


26D. Turnham and I. Jzeger, The Employment Problem in Less- 
developed Countries (Paris, OECD, 1971). An approach along this 
line has been devised by P.M. Hauser for the Organisation of 
Demographic Associates and the Council for Asian Manpower 
Studies (hence known as the ODA-CAMS approach) and has been 
used in a number of countries. P.M. Hauser, The Measurement of 
Labour Uuilization (Honolulu, East-West Center, 1973). 
™M.L. Dantwala, “Poverty and unemployment in rural India’ 


(September 1973) (mimeo.); p. 287. 
Ibid. 


sample surveys that have been carried out recently.'9 
Apart from this there have also been investigations 
in some areas of the numbers of employed persons 
who would be willing to take on more work and 
whose earnings are currently below a poverty line, 
which brings the degree of underutilization of 
labour, according to the Hauser approach, to as high 
as 30 per cent. 


231. The unemployment situation in Sri Lanka was 
studied intensively by one of the interagency 
missions organized by ILO in 1971. This report 
showed a rate of open unemployment as high as 
14 per cent of the labour force in 1969/70 and the 
proportion of households below the poverty line as 
high as 44 per cent.20. The 1971 census showed an 
even higher rate of unemployment of 18 per cent. 


232. A similar ILO mission also surveyed the un- 
employment situation in the Philippines. It found 
open unemployment to be 6.1 per cent of the labour 
force in August 1972 but made a rough “guess- 
timate” of total unemployment (i.e., open unem- 
ployment plus an inadequate income measure of 
underemployment) in the vicinity of 25 per cent.?! 


233. The most recent labour-force survey of 
Malaysia for which data are available was that con- 
ducted in 1972. It showed an unemployment rate 
of 7.3 per cent. Since then, the unemployment 
situation has shown small fluctuations around this 
figure as monitored in terms of registered unemploy- 
ment.?2 


234. The employment-unemployment situation in 
Thailand has been surveyed in the series of annual 
labour force sample surveys; for the round in 
January to March 1973, the survey showed less 
than a half per cent of the labour force in the 
unemployed category. 


3. Pattern of unemployment 


235. Although there are considerable differences in 
the level of unemployment in the various countries 
of the region, mainly because of differences in con- 
cepts and definitions, there are many similarities in 
the pattern of unemployment in most of them. 
Unemployment rates were higher in urban than in 
rural areas. They were higher for younger workers 


19 R.M. Sundrum, “Unemployment in Indonesia” Ekonomi dan 
Keuangan Indonesia (Jakarta, September 1975), pp. 261-268. 

20 International Labour Office, Matching Employment Opportuni- 
ties and Expectations: A Programme of Action for Ceylon (Geneva, 
1971), pp. 25, 35-36. 

*1 International Labour Office, Sharing in Development: A Pro- 
gramme of Employment, Equity and Growth for the Philippines 
(Geneva, 1974), p. 7. 

?2 Government of Malaysia, Economic Report of the Treasury, 


1973/74, 1974/75 and 1975/76. 
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than for older workers. They increased with the 
level of education up to about the secondary level, 
the more educated workers having a higher rate of 
unemployment, partly because of their education 
but also partly because they were younger. This 
is shown by the fact that the tendency for unemploy- 
ment rates to increase with the level of education 
applied mostly to first-time job-seekers, while the 
unemployment rates of those with previous work 
experience are more uniform. Unemployment rates 
were also higher for women than for men, especially 
in urban areas. 


236. Some of the countries of the region have, 
however, had a different experience. These are the 
countries which have achieved a substantial decline 
of fertility and lower rates of population growth, 
namely the Republic of Korea, Hong Kong and 
Singapore. In the early and mid-1960s, these 
countries also had high rates of unemployment, but 
in the late 1960s and early 1970s, they had such 
high rates of economic growth that there was a 
sharp change from a situation of unemployment to 
one of shortage of labour, especially in the more 
skilled categories. Although this is to be expected 
in the course of economic development, the note- 
worthly aspect of the experience of these countries 
was the speed with which the situation changed in a 
remarkably short period of time. 


237. The problems of employment and unemploy- 
ment in developing countries of the ESCAP region 
and elsewhere are already the subject of a large 
literature.23_ Unfortunately discussions suffer from 
a dearth of empirical information, apart from con- 
siderable confusion about concepts and definitions, 
so that it has not been possible to identify the 
crucial determinants of the growth of employment 
and unemployment. 


238. Among the factors which have been identified 
as those leading to high levels of unemployment in 
developing ESCAP countries are: 


(a) The rapid growth of population leading 
to a rapid growth of the labour force; 


(b) An increase in the labour-force participa- 
tion by women; 


(c) A high rate of migration to urban areas, 
where it is more difficult to provide employment 
opportunities, from rural areas, where it is 
sometimes easier to meet the problems arising from 
unemployment; 

23 They have been reviewed, e.g., in Economic Survey of Asia 
and the Far East, 1972 (United Nations publication, Sales No. 
E.73.1LF.1), Economic Survey of Asia and the Far East, 1973 
(United Nations publication, Sales No. E.74.ILF.1) and Economic 


and Social Survey of Asia and the Pacific, 1974 (United Nations 
publication, Sales No. E.75.II.F.1). 


(d) The slow rate of growth of industrial em- 
ployment compared with the rate of growth of in- 
dustrial production, because of excessive induce- 
ments to make use of capital-intensive techniques 
and against labour-intensive techniques; 


(e) A highly unequal distribution of income 
leading to low demand for labour-intensive com- 
modities and a high demand for capital-intensive 
commodities, as shown, e.g., by the calculations 
made in the formulation of the Indian Fifth Five- 
Year Plan; 


(f) The effects of import-substitution strategy 
of industrialization which gives an excessive pre- 
ference for capital-intensive commodities and 
techniques; 


(g) The difficulties of finding markets in 
developed countries for labour-intensive exports 
from developing countries; _ 


(h) The high aspirations brought about by 
the expansion of the educational system and the 
type of education provided. 


239. These adverse influences on unemployment 
have been widely discussed in the literature for a 
considerable time. In spite of the operation of the 
above factors, the economies of the developing 
countries of the region have been absorbing a 
sizeable part of the growth in the labour force which 
has already occurred. The process by which this has 
been accomplished is still not very clear; what is 
evident however, is that in spite of such absorption, 
the rate of unemployment has been growing in East, 
Middle South and Southeast Asia between 1960 and 
1973 and long-term projections indicate that the 
situation will have become critical by 1990 and 
probably sooner than that.?4 


C. TECHNOLOGICAL CHANGE 


240. Technology is rarely static. Changes in 
social relations in production associated with 
changes in technology in the modern, large-scale in- 
dustrial sector are quite palpable and have been 
extensively studied and documented. Such changes 
in the more traditional, agriculture-oriented rural 
sector are however exceedingly complex. It is this 
latter type of change that has of late come to assume 
a special relevance and urgency in the context of 
the large population affected in almost all the 
developing countries of the region. The impact of 
such immense and vital changes, has necessarily to 
be studied in a broad historical context. 


241. Historically speaking, traditional rural societies 
evolved social relationships with which they could 
24Y_ Sabolo, “Employment and unemployment, 1960-1990”, 


International Labour Review (Geneva) vol. 112, No. 6, December 
1975. 
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largely internalize the impact of external changes. 
A prime characteristic of such social relationships 
has been the ability of traditional rural societies to 
soften the adverse effects of external changes to 
particular segments, even though the more privileged 
would manage to attract to themselves the major 
benefits associated with the changes. There is 
however evidence to suggest that with the pressure 
of population on land and on the social relations in 
production based on ownership of land, and with the 
inroads made by the commercialization process in 
general, the traditional mitigating mechanisms are 
becoming weakened. The introduction and spread 
of modern technology in agriculture have, for in- 
stance, made possible large and rapid increments 
in income to those with access to the needed 
facilities and inputs, particularly land, water, im- 
proved seeds and fertilizers, but this process has 
also witnessed a simultaneous forsaking or dilution 
of the customary obligations of the land-owners to 
the weaker segments. Some of these obligations 
were in the nature of regular payments or gifts and 
some others were special dispensations during im- 
portant social occasions or family stress. Some 
aspects of this vital socio-economic phenomenon are 
referred to in brief and purely by way of illustration 
in what follows. They have an important bearing 
on the current review of policy formulation towards 
providing basic minimum to the rural poor.?° 


242. There are many examples of important in- 
novations in rural areas of ESCAP developing 
countries which gained ground and came to be 
adopted relatively slowly, produced relatively low 
income increments and did not substantially change 
traditional relationships. In the Punjab, for 
example, the economic growth which resulted from 
new irrigation in the early twentieth century had 
little effect on traditional relationships.*° Similarly, 
the substantially economic changes consequent upon 
the introduction of sugar to Java reinforced rather 
than destroyed traditional relationships there in the 
nineteenth century.?’ 


243. With the increasing pressure of population on 
land and the scarcity of other resources for every- 
one to work and prosper, the need to share the 


25 See chapter III below. 

26 McK. Marriott, “Technological change in underdeveloped rural 
areas” in L.W. Shannon (ed.), Underdeveloped Areas (New York, 
Harper, 1957). A different kind of change may, however, be a 
partial cause of the very rapid growth in productivity of the 
more recent past in this area. The resettlement which followed the 
partition of the South Asian sub-continent resulted in a physical 
break in patron-client relationships, both because some moved and 
some did not and because artisan clients of farmers were resettled 
in urban concentrations. The effect upon productivity of thus reliev- 
ing former patrons of traditional obligations may be presumed 
significant. 

27 C. Geertz, Agricultural Involution: The Processes of Ecological 
Change in Indonesia (Berkeley, University of California Press, 
1971); p: 117: 


work available and yet maintain landholdings at a 
reasonable size led, in Java, to a complex set of 
owner-tenant-labour relations and “a _ variegated 
tenant system produced a corresponding complex 
weave of social distinctions and _ relationships 
embroidered with elaborate rituals and formalities. 
Such a pattern became the hallmark of an ‘involuted’ 
society where social forms became more important 
than substance and significant change virtually im- 
possible. Social interaction became _ ornately 
ritualistic, masking the underlying problems of a 
society living on the edge of survival.”28 However, 
such internalization was not without. its drawbacks: 
“this formal behaviour increasingly retarded the 
kind of group interaction that might have worked 
towards solution to the Javanese dilemma.”?8 The 
process is also to be found elsewhere (e.g., in the 
Philippines), and can be caused by the shortage of 
any of the factors of production. Similar trends 
have also been observed in Malaysia,2? Sumatra?? 
and in South Asia.*! 


244. The growing commercialization had its impact 
on the process of involution and more generally on 
the traditional pattern of economic and social re- 
lations in rural society. For instance, it has been 
noted that in parts of peninsular Malaysia the in- 
troduction of rubber weakened matrilineal 
structures.*2 Epstein describes an analogous reac- 
tion to the introduction of cocoa in Papua New 
Guinea.*? 


245. One particular case which has received wide 
attention from scholars in recent years is worth re- 
ferring to in some detail here. This relates to the 
weakening of traditional social organizations 
associated with technological changes as exemplified 
in the case of rice production in Java. Traditionally 
rice was harvested in this island by cutting one stalk 
at a time with a small knife or aniani. This was a 
suitable technique because traditional strains of 
rice matured over a relatively long time period and 
the mature stalks could be harvested first selectively. 
Participation in this kind of harvesting was open to 
all; farmers were expected to permit participation 
by all who approached them. The share of each 


28 7.A. Larkin, “The causes of an involuted society: a theoretical 
approach to rural southeast Asian history”, The Journal of Asian 
Studies (Chicago), vol. XXX, No. 4, August 1971, p. 786. 

29 Masuo Kuchiba and Yoshihira Tsubouchi, ‘‘Paddy farming and 
social structure in a Malay village”, The Developing Economies, 
vol. V, No. 3, September 1967, p. 471. 

3°9D.H. Penny, “The transition from subsistence to commercial 
family farming in North Sumatra”, unpublished Ph.D. dissertation, 
Cornell University (Ithaca, New York, 1964), p. 139. 

31 G. Myrdal, op. cit., p. 1,061. 

32 FE. Boserup, Women’s Role in Economic Development, (Lon- 
don, George Allen & Unwin, Ltd., 1970), p. 61. 

33 T. Scarlett Epstein, “The ideal marriage between the econom- 
ist’s macro-approach and the social anthropologist’s macro-approach 
to development studies”, Economic Development and Cultural 
Change, vol. 24, No. 1, October 1975, pp. 43-44. 
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was fixed at one-seventh to one-ninth of the amount 
he or she harvested. The system had the effect of 
ensuring that anyone in the rice-growing villages 
who was willing to put in a certain minimum work 
at the time of harvest had a guaranteed income, in 
the form of the most important staple of that area, 
namely, rice. Young and old, men and women, 
without other resources to fall back upon took 
advantage of this system to support themselves. 
Considering that in many areas there were two rice 
crops in a year, this was not an_ insignificant 
phenomenon. 


246. In more recent years, however, the system has 
been showing signs of strain. Rapid population 
growth has greatly increased the number of people 
who want to participate in the harvest. This has 
reduced the amount any one individual can harvest 
and has forced the share demanded up toward one- 
sixth.4 The large numbers of people both reduce 
net farmer incomer and are more difficult to 
manage. Also, the growing of HYVs itself involves 
resort to extra-village institutions for needed inputs 
obtainable only on commercial terms. In the 
process the farmer is forced into commercial cost- 
benefit calculations. | The stakes are higher and 
cost minimization looms large. | Consequently re- 
quirements of traditional reciprocity tend to be 
played down. 


247. One of the results appears to be the develop- 
ment of new harvesting systems. Field studies 
show that farmers sell their crops to trader groups 
(penebas) before they are harvested and the penebas 
harvest them, having agreed on a price based on the 
latter’s estimate of the size of the crop. The main 
feature of this system from the point of view of the 
present discussion is that the penebas are not bound 
by the traditional obligations which used to apply; 
specifically, they are not expected to accept all who 
wish to participate in the harvest. Harvesting 
costs for the penebas, using the aniani, are found 
to have been 42 per cent lower because their control 
over their workers (who probably accept the control 
because their incomes are higher than if they were 
forced to compete with the population at large) 
makes it possible to reduce the share of each to 
one-eleventh, or considerably lower than the 
traditional share. The employment impact of 
penebas is obvious, and it is made even worse by 
the tendency of penebas to use sickles rather than 
aniani for harvesting as HYVs mature uniformly 
and selective cutting is no longer necessary. The 
decrease in employment is significant. The penebas 


34 W.L. Collier, G. Wiradi and Soentoro, ‘Recent changes in 
rice harvesting methods”, 4.D.C. Staff Paper 73-3 (New York, The 
Agricultural Development Council), p. 43. The expectations that 
go with an involuted social structure would encourage the farmers 
to demand that their incomes be kept at traditional absolute level 
even with the increase in the number of prospective harvesters. 


with aniani reduce employment by about 18 per 
cent; with sickles the reduction is 60 per cent.*5 


248. Illustrative of the same tendency to discard 
traditional systems and to experiment with new 
arrangements with a view to minimizing costs and 
maximizing returns, in the context of the introduc- 
tion of new production techniques in agriculture, is 
the attitude towards substituting mechanical for 
human power. Field studies of this phenomenon 
in relation to the introduction of HYV seeds show 
divergent trends in respect of different crops and 
different areas. Some of the factors influencing 
farmers’ decisions in this regard are technological. 
With the use of shorter maturing varieties and 
resort to multiple cropping, there is a tendency to 
complete ploughing and harvesting operations as 
quickly as possible. This consideration reduces 
farmers to the use of machines rather than labourers. 
Similarly the need to cover simultaneously large 
tracts of land which may be attacked by pests or 
diseases make farmers use machines (including 
helicopters) for spraying pesticides rather than rely 
on manual spraying. Some of the other considera- 
tions influencing decisions in this matter are socio- 
economic in nature. The difficulties of manage- 
ment, the insistence on payment of minimum wages 
and provision of other amenities, the fear of 
unionization, all these, singly or together, weigh with 
the farmers, particularly those with large holdings, 
to mechanize as many of the agricultural (including 
processing) operations as possible. Mechanization 
is attractive in the processing of crops because 
traditional methods of drying and milling are not 
adequate for the vastly increased yields under the 
new technology; the labour displacement effects here 
could be very considerable. Subsidized mechaniza- 
tion, in particular, encourages land concentration 
because owners of capital equipment are encouraged 
to utilize it fully. There may be multiplier effects 
here. For example, owning a tractor, the primary 
function of which is rapid ploughing to permit 
double cropping, may encourage the purchase of 
harvesting equipment. 


249. While no unique picture seems to emerge from 
the studies undertaken in this regard in different 
developing countries of the region in recent years, 
it is clear that this entire phenomenon illustrates the 
need to evaluate techno-economic phenomena in 
their larger social context. This is an area that 
poses important issues of policy for governments, as 
part of a larger socio-political problem of the impact 
of modernization and technological change on 
traditional social systems. 


35 WL. Collier, G. Wiradi and Soentoro, loc. cit., p. 44. Other 
technological changes are further reducing labour use. See J. Hink- 
son, ‘Rural development and class contradictions in Java”, Journal 
of Contemporary Asia, vol. 5, No. 3, p. 333. 
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250. Another aspect that has arisen in the scrutiny 
of the social organization of agricultural production, 
is the landlord-tenant-labourer configuration during 
changes in production techniques. A study by 
Frankel*® illustrates these aspects in the Indian 
Punjab. While the number of recorder tenants fell 
from 583,000 to 80,000 from 1953 to 1955, this 
was mainly an anticipation of land distribution 
legislation. On paper, the tenants became labourers 
but, by and large, they managed to retain their 
land-use rights. The introduction of HYVs appears 
to have brought about a change in this situation. 
Land values have increased 300 to 500 per cent 
within an interval of a few years. While tenants 
rigntly feel that they are entitled to a share of this 
increased production, landlords also _ naturally 
expect to receive larger income in accordance with 
the enhanced value of their land. Rents are re- 
ported to have increased from 50 per cent of the 
crop to 70 per cent. Labour agitation succeeded 
in raising cash wages by about 25 per cent, but 
landlords. responded by withdrawing traditional 
rights to fodder, guel, free lands etc. 


251. While more such illustrations could be cited, 
what is perhaps more important to reiterate at this 
stage is that the choice and application of 
technology and the nature of the modernization 
process do not occur in a vacuum; they are in- 
fluenced by the pattern of class relations and the 
structure of political power. It is not surprising 
therefore that the already powerful classes in rural 
society tend to benefit substantially from the changes 
and the more disadvantaged sections tend to lose 
out. In fact the more powerful rural classes are 
not only able to influence the choice of technology 
in the first instance but are generally in a position 
to ensure its application to their benefit. For in- 
stance, it is well known that large farmers enjoy 
special advantages in the adoption of HYVs; they 
have better access to extension services and thus to 
the wider range of new techniques required. 
Extension structures tend to be geared to optimum 
conditions, and thus to the needs of large farmers. 
Extension officers are often forced to concentrate on 
large farmers by the expectations of the structures 
in which they work. For example, if their per- 
formance is judged on the basis of area covered, 
their effort can be most efficiently directed to large 
farmers. 


252. Sociologically the most distinctive feature of 
the technological change in agriculture is the 
emerging agrarian hierarchy where at the top there 


38 ER. Frankel, ‘The politics of the green revolution: shifting 
patterns of peasant participation in India and Pakistan” in T.T. 
Poleman and D.K. Freebairn (eds.), Food, Population and Employ- 
ment: The Impact of the Green Revolution (New York, Praeget, 
1973). 


is the combination of “ownership of land and 
capital with skills in manipulating both ‘traditional’ 
and ‘modern’ institutions.”37 In rural areas 
throughout the region there is the co-existence of 
two kinds of social systems, the traditional one 
organized in terms of kinship, community and, in 
some South Asian countries, caste, and the modern 
one, that of the impersonal bureaucratic system. 
The ambidexterity of the rural elite in handling both 
systems is hardly surprising considering the links 
between the urban and the rural elite. The lowest 
stratum of the agrarian hierarchy is made up of the 
sharecroppers and agricultural labourers with un- 
certainty about employment and tensure and without 
any significant unity one would expect between them 
on the basis on the identity of their material 
interests.38 


D. INDUSTRIAL AND 
RURAL LABOUR ENVIRONMENT 


253. Generally speaking, political and economic 
development during the biennium were not favour- 
able to labour movements in the Asian region. 
Trade union rights such as freedom of association 
and the right to organize and to bargain collectively 
(ILO Coventions 87 and 98) were often subjected 
to restrictions, or even abolished. In a situation of 
economic recession labour movements were restricted 
to a large measure in promoting the conditions of 
work and life of their constituents. By and large, 
the labour movements were not able to avert a fall 
of real wages in a situation of often rampant infla- 
tion which tended to cause labour unrest. Against 
the background of restricitive measure imposed on 
them, labour movements in certain countries had to 
maintain a low profile or to stop operating alto- 
gether. In some instances the prevailing conditions 
were not conducive to overcoming certain weak- 
nesses, such as multiplicity, inadequate finance, 
shortage of trained leaders etc., which to varying 
degrees have characterized the labour movements in 
Asian developing countries. 


1. Industrial relations 


254. In their effort to reduce or to avert the 
economic cost of protracted labour disputes, to 
settle labour disputes expeditiously, to raise pro- 
ductivity and to develop a climate favourable for 
investment and employment creation, Asian 
Governments have taken legislative or administrative 
measures designed to established sound labour- 
management relations. Several labour codes have 
undergone substantial revisions, the abolition of the 


37 A. Beteille, Studies in Agrariaan Social Structure, (London, 
Oxford University Press, 1974), chapter 3, pp. 56-117. 
38 Ibid., p. 113. 
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right to strike and the establishment of elaborate 
arbitration procedures figuring prominently in the 
new provisions. In the Philippines, under the 
Labour Code of 1972 and the martial law policy of 
restricting the use of coercive action in resolving 
labour disputes, parties to a dispute are held to 
submit to arbitration or to the jurisdiction of the 
National Labour Relations Commission. Arbitra- 
tion is now generally accepted as the instrument in 
resolving grievances arising out of the application of 
collective bargaining agreements. 


255. Under the labour law of Indonesia, in the 
event that negotiations of the disputing parties do 
not result in a settlement, the case can be submitted 
to an arbitrator or arbitration board usually agreed 
upon by the parties. Wherever the parties do not 
agree to submit their disputes to arbitration, they 
are obliged to accept conciliation, or the settlement 
of the dispute by the central/regional committee. 
The establishment of grievance procedures in the 
plant or enterprise, whereby voluntary arbitration 
could be employed, still needs to be developed. 


256. In Thailand, strikes and lockouts were 
forbidden from October 1976 for the period of 
martial law but there was a clear affirmation that 
the labour law was still in force and all labour 
rights to the minimum wage, overtime pay, welfare 
benefits and legal unions were still guaranteed. 
Subsequent directives advised both labour and em- 
ployers. to continue collective bargaining strictly in 
accord with the Labour Code of 1975 and provided 
machinery for compulsory arbitration by the Labour 
Relations Committee if necessary. 


257. In Singapore, most collective bargaining 
agreements contain a grievance producedure to 
settle grievances or complaints at the plant level. 
The parties, after following the different steps in the 
grievance procedures or after conciliation by the 
Commissioner have failed to resolve the dispute, 
may refer the dispute to a referee. It is mandatory 
for all collective agreements to contain a “Referee 
Clause” for settling disputes arising out of the 
operation of the agreement. 


258. In Malaysia, currently, parties to a collective 
agreement may provide a procedure for the settle- 
ment of disputes arising out of the interpretation or 
application of the agreement which may include 
their submission to a referee. Such a proviso will 
not preclude, however, the Minister of Labour from 
referring the case to the Industrial Court if the pro- 
cedure in the agreement is ineffectual or will not 
settle the dispute expeditiously. 


259. Such changes in trade union rights are not 
confined to the above countries. In the interests of 


uninterrupted production and as a _ temporary 
measure, as announced by the national authorities, 
such modifications have been made in some South 
Asian countries also; at the same time labour 
welfare programmes were continued and expanded. 


260. Often with the support of bilateral and 
multilateral agencies, governments have sponsored 
extensive training programmes for labour administ- 
rators and representatives from workers’ and em- 
ployers’ organizations.*® The training effort in the 
labour relations field often took the form of 
co-operation among Asian countries. For example 
a programme of the Department of Labour of the 
Government of Thailand in the field of labour re- 
lations and labour administration included extended 
study tours undertaken in close collaboration with 
the Departments of Labour of Singapore and of 
Malaysia. Similarily, in collaboration with the 
Department of Labour of the-Philippines, a tripartite 
study tour team from Indonesia studied the 
Philippines experience in the codification of labour 
laws and observed their system of labour relations 
under the New Labour Code. In India, the 
National Labour Institute, conducted an _ Inter- 
national Seminar on Industrial Democracy in 1976 
in response to an increasing interest in the Asian 
region for workers’ participation in decision-making 
at various levels of the enterprise and of the in- 
dustry. The creation of an Asian Institute for 
Industrial Democracy is under _ consideration. 
Ground has been laid for TCDC-type of action to 
implement programmes for strengthening collective 
bargaining, to establish adequate labour relations 
system and to promote the application of labour 
standards.“ 


2. Participation of labour movements in the 
development effort 


261. In many instances, the unions have done more 
than serve the basic purposes of wage negotiation 
and industrial relations by contributing to the 
national development programme and by themselves 
operating projects designed to create more job 
openings and to improve the distribution of income. 


262. Through participation in a standing system of 
consultation with governments, unions have ensured 
that the aspirations of the working population are 
reflected in development plans, while enlisting the 
solidarity of organized labour in support of plan 
implementation. 


39 A series of seminars on industrial relations was organized and 
conducted in the Asian region by ILO in collaboration with NORAD 
over the period 1971-1975. 

4° The needs of Asian countries in the field of industrial relations 
and the capacity of existing resources and institutions have been 
identified by an ILO Asian Team of Experts. 
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263. Furthermore, unions have taken the initative 
on their own account in the fields of banking, 
vocational training and co-operatives. Several of 
them operate savings schemes; thus the Malaysian 
Trades Union Congress has established a Workers’ 
Bank to manage the savings of its members in the 
workers’ interest. As a commercial bank, it is able 
to provide financial support and management of 
development projects. In co-operation with the 
Great Alonioners Trading Corporation investments 
are channelled into labour-intensive enterprises in 
agriculture and industry, including a rubber planta- 
tion and a textile mill. Partnerships with private 
firms and government statutory bodies are being 


arranged for funding larger investments. 


264. In addition to their traditional preoccupations, 
several trade unions are focussing attention on 
manpower development, either on their own 


initiative or complementary to the human resources 


development programmes of governments and in- 
dustry. In Malaysia the National Transport 
Workers’ Union has undertaken the establishment 
of a vocational training institute. Also several 
trade unions have embarked in co-operative enter- 
prises by launching multipurpose co-operative 
societies with investments being channelled into in- 
dustry, workers’ housing etc. Special note may be 
made of the range of consumer and service co- 
operatives successfully established by the Singapore 
National Trade Union Congress. 


3. Organization in the rural sector 


265. Representative organizations in the rural sector 
are largely confined to a minority of the labour 
force, essentially to workers in the plantation 
sector. The poorer section of the rural labour 
force including small and marginal farmers, tenants 
and sharecroppers and landless agricultural workers 
remains largely unorganized. Various programmes 
such as settlement projects, land reform measures 
and programmes for integrated rural development 
are carried out by various government agencies and 
efforts are being made to enlist local organizations/ 
institutions of one type or another to promote par- 
ticipation of the rural weak in the socio-economic 
development process. The purpose of the local 
organization is in general to allow limited participa- 
tion in planning and plan-execution of programmes 
of development. 


266. More effective organization of the rural 
workers in a wider sense is regarded as an im- 
portant pre-requisite to promote popular participa- 
tion for purposes of rural development.*! The role 

“1 ILO, “Human resources development in rural areas in Asia 


and role of rural institutions”, Report to the ILO 9th Asian Regional 
Conference in Colombo, September-October 1975. 


of rural workers’ organizations in development and 
the importance of rural development of programmes 
based on participation of the weaker sections of the 
rural population have been universally recognized.*? 
Many obstacles are inherent in the socio-economic 
conditions in the rural sector —small peasants, 
tenants, landless agro-workers and others are 
scattered over wide areas, means of communication 
are inadequate, the level of literacy is low etc. 
Furthermore, the rural weak are a heterogeneous 
group comprising various categories which partly 
overlap and sometimes reflect different economic in- 
terests. Often, rural elites discourage or prevent 
attempts to organize the rural workers. An 
additional obstacle exists in those countries where 
freedom of association is not respected. 


267. The experience of some countries has shown 
that these obstacles can be overcome. Participation 
of rural workers in the process of socio-economic 
development is facilitated if a set of conditions are 
fulfilled: first, by decentralizing both allocation of 
resources as well as delegation of authority to the 
lowest echelons of an administrative system for 
planning and plan-execution purposes; secondly, 
training and promotion of leadership in the rural 
areas; and thirdly, identification by the rural 
workers’ organizations of meaningful goals and 
objectives which can be at least partially realized 
over a short period. 


268. Efforts of rural workers to organize themselves 
have to be supported by established trade unions.* 
A number of experiments are indicative of the 
initiative by certain trade union movements to sup- 
port the organization of rural works: 


(a) Educational efforts are being directed to- 
wards various categories of rural workers on the 
basis of an area approach to raise their awareness 
for various types of economic activities and the pro- 
spects of their participation in such economic 
activities. In this context the established organiza- 
tion acts as a “go-between” between the various 
programmes of rural development and the potential 
beneficiaries in the rural sector. With experience 
the organization of beneficiaries is expected to 
undertake a number of trade union functions on its 
own initiative. In this connexion reference should 
be made of pilot projects in India launched by in- 
ternational trade union organizations in co-opera- 
tion with their national affiliates;“ 


42 ILO Convention (No. 141) and Recommendation (No. 149) 
adopted at the International Labour Conference in 1975; ESCAP 
resolution 161 (XXXII). 

43 This was the conclusion reached at the ILO Asian Regional 
Seminar on the Organization of Rural Workers, New Delhi, 1976. 

44 Most notably the Aurangabad and Ghazirpur experiments 
launched by the ICFTU/ARO and ICFTU Asian Trade Union 
College. 
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(b) Another approach involves the promotion 
of skill training among the rural weak and their 
organization into agricultural co-operatives, 


(c) A third approach is based on the concept 
of providing extension services to the rural weak, 
organized and funded with resources of the 
sponsoring trade union. 


269. These various approaches are being under- 
taken by the trade union movement on a pilot basis 
to gain experience for larger programmes in the 
future. 


E. WOMEN AND YOUTH PARTICIPATION 


270. Sex and age have almost always been used as 
criteria for social ranking.45 The concern with in- 
tegrated social and economic development focusses 
attention on the position of women and youth and 
thus on the fact that there is much that is 
essentially arbitrary in their subordination to those 
who are male and/or older. 


271. Some contemporary factors overshadow the 
acceptability of maleness and age as criteria of 
superiority. First, the growth in global communica- 
tions since the end of the Second World War has 
brought most of humanity’s many diverse cultures 
into contact and forced the realization upon all, 
especially upon those at the bottom of social 
hierarchies, that there are mahy ways to solve the 
organizational problems which are inherent in all 
human groups. 


272. An inportant result ofthis global juxtaposition 
of the many possible variations for the organization 
of oppression*® is precisely the realization that the 
structures of oppression are fundamentally arbitrary. 
Once it is realized that some societies are less 
oppressive in some respects, it is natural for 
members of other societies to ask for the justifica- 
tion for any degree of oppressiveness in their own. 
The question is particularly difficult to answer in the 
value context which characterizes the development 
effort.*7 


45« social roles, like social status, are classified into superior 
and inferior. Sex and age categories are the basic and universal 
criteria for differentiation.” “Programme of concerted international 
action to promote the advancement of women and their integration 
in development: status of rural women, especially agricultural 
workers” (E/CN.6/583/Add.2), p. 5. 

48 “Oppression” can be variously defined and is loaded with 
ideological overtones. Its results are less controversial though: 
“poverty, illiteracy, confinement to the house, undernutrition and 
superstition tend not only to reinforce but also to perpetuate a 
pattern of idleness and low efficiency in all activities including agri- 
culture, and to inhibit the full utilization of rural women as 
human resources for national development.” Idid., p. 14. 

47 This value context, together with observed discrimination 
against women, was a major reason for the United Nations Declara- 
tion of 1975 as International Women’s Year. An obvious example 
of the arbitrary nature of distinctions can be found in the differences 
in literacy and school enrolment between women and men. 


273. A second contemporary factor that is com- 
bining with the growth in communications to 
threaten the legitimacy of the social subordination 
of both the young and the female, is the expectation 
that accompanies the development process; some 
of the problems development was to solve have in 
fact worsened. Consequently, expected new 
economic roles are not emerging at nearly the re- 
quired rate as discussion of employment problems 
has shown. ' Further, social structures which base 
their oppressiveness upon the promise of future 
benefits are being shown to be ineffective. Also, 
because traditional structures are breaking down, 
whether or not as a result of successful development, 
the old and the male are losing the objective means 
of their control over the young and the female. 


274. One analyst has identified five causes of 
weakened control associated with modern change 
processes. First, physical movement is more 
common and distance weakens control. Secondly, 
there tends to be differential mobility within kin 
groupings and so the probability is lower that strong 
extended families will survive. Thirdly, more and 
more public services are taking over what in the 
past were family functions (finance, education etc.). 
Fourthly, achievement is beginning to replace 
ascription as a criteria of placement and so family 
connexions are becoming less important, albeit 
slowly. _Fiftly, specialization increasingly means 
that jobs require training, and so, again, such con- 
nexions are becoming less meaningful (except as a 
means of access to educational opportunities). 
Obviously, generalizations of this nature must be 
treated with a great deal of caution. In a preface 
to a 1970 edition the same analyst offers the im- 
portant caution that middle and upper class families 
are able to use their resources both to retain control 
over members and to increase their effectiveness as 
economic units.*? 


275. There is substantial evidence in support of the 
contention that the subordination of women is in- 
tensifying as economies modernize. The probability 
is lower that women will achieve literacy and their 
drop-out rate is higher throughout the educational 
process. Poorer education tends to be accom- 
panied by poorer nutrition and poorer health care 
for female children. Adult women do not have 
equal access to training.°° Women’s wages are 
lower and may be more unequally distributed than 


48 William J. Goode, World Revolution in Family Patterns (New 
York, The Free Press, 1963), p. 369. 

4° Ibid., p. xvi. 

5° FAO, Proceedings of the Bangladesh-FAO Workshop on the 
Problems of the Small and Subsistence Farmers and Agricultural 
Labourers, 25 March-4 April 1974 (Dacca, Bangladesh Agricultural 
Research Council, 1974), p. 23. 
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men’s wages.*! In agriculture also, modernization 
tends to relegate women to simple and traditional 
tasks, while men perform tasks which are modern 
and complex*? and more productive.*3 


276. A number of economic and social indicators 
of the position of women in the ESCAP region are 
shown in table 20. Life expectancy of women in 
developed countries is greater than that of men, 
usually by about six or seven years. In many 
ESCAP developing countries the spread between the 
life expectancy of the sexes is considerably less than 
this. In some countries, particularly in South 
Asia, the female life expectancy is equal to or lower 
than that for males. This may be due to a number 
of factors including, particularly, high fertility rates, 


51M. Mangahas, “Income inequality in the Philippines: a decom- 
Position analysis”, Population and Employment Working Paper No. 
12 (Geneva, ILO, February 1975) (mimeo), p. 287. This is a 
general problem, it must be properly interpreted. It is clear that 
lower wages for women, where their potential productivity can be 
assured equal to that of men, will reinforce the very processes which 
are assumed to cause lower secular female productivity, e.g., child 
bearing. If the opportunity cost of child bearing is low the 
probability of large families increases. See Shahid Javed Burki, 
“The eradication of mass poverty: the Pakistan experience” in 
Arnold Wehmhoerner (ed.), Effective Anti-Poverty Strategies (Bang- 
kok, FES, 1973), p. 237; S.D. Punekar, J.C. Sharma, Snehal 
Phatak, Income and Labour Market Participation of Women 
Workers in India (Bombay, Jata Institute of Social Sciences, 1976). 

52 F. Boserup, op. cit., p. 53 

53 All of these reduce the effectiveness of mothers as socializers 
for modernity. See also ‘Programme of concerted international 
action to promote the advancement of women and their integration 
in development” (E/CN.6/583/Add.2), p. 25. 
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poor health care connected with pregnancy or a 
tendency to favour the care of male babies and 
children. 


277. The literacy rate for females is lower than that 
for males in all countries shown in the table. In 
Afghanistan, Democratic Kampuchea and Nepal for 
example the ratio of the female to male literacy 
rate is less than 0.2 per cent. In the countries of 
South Asia and Malaysia the ratio is less than 0.4 
per cent, indicating considerable sexual inequality 
in access to education. This is borne out by the 
figures shown for enrolment — female enrolment as 
a percentage of total enrolment at primary, 
secondary and tertiary levels of education. The 
proportion of females enrolled is lower than that of 
males in every country and at every level except for 
secondary education in Singapore and tertiary in the 
Philippines. In addition females drop out of the 
education stream before males. In almost all 
countries for which statistics are available, the pro- 
portion of female enrolment declines from primary 
to tertiary levels. Even in Japan where 49 per 
cent of enrolment in primary and_ secondary 
schools is female, the figure drops to 30 per cent 
at the tertiary level. | Females are generally dis- 
advantaged in the ESCAP region, both in access to 
education and in continuation of their education 
relative to males. 


Table 20. WoMEN: SOME ECONOMIC AND SOCIAL INDICATORS 


Life expectancy® Literacy Direracy Percentage Ratio Education — female enrolment 
Country (years) tent oe ratio — illness geome ally (percentage of total)® 
Female Male (percentage)» female/matec actived temale/male Primary Secondary Tertiary 

IN TASES ec NO 43.4 42.7 1.0 0.08 eG Rs 15 12 14 
BANGIAGCSIE ets, fase 42.0 42.5 9.0 0.26 18.7 0.37 33 21 8 
Boutane Veineisee ee seek), 475 44.7 Ete Rae me sens epi oc ars 
Burinaimesrei sey Ses. apt bees teey ve 54.1 51.0 40.0 0.50 ste jae 47 38 37 
CGNITEY 2 RR See 65.5 61.8 eile sie acorn prals BOG abi Mere 
Democratic Kampuchea. . . 49.9 47.0 13.0 0.19 36.7 0.73 42 Zi8) 26 
Hong-Kong, . Sohis ei 74.3 68.3 ave 5 28.8 0.53 mee dog Orie 
LAA 5 ae ee a re 51.5 52.6 13.2 0.32 28.0 0.25 37 28 22 
Indonesia a? Sas oor ee 51.3. 48.7 26.0 0.49 22.0 0.48 S80 fers siete 
Rraneeiesse trot ol Sess 3 I 54.0 53.1 12.0 0.36 8.3 0.16 37 36 26 
Japaneses Oe. ls. atite es 77.3 71.5 96.7 0.98 35.7 0.59 49 49 30 
Lao People’s Democratic Republic 45.0 42.1 27.0 0.90 oats abe 38 27 13 
EMAVSAUE Siem Ei cel os slo’ 6 63.8 59.9 26.0 0.36 21.2 0.47 48 41 31 
Mongolian: S78. OR 64.6 61.0 ioe ae seis Bas? aes oat saa 
INGO ale mere ict ien bid) vie ch ofkcte 47.5 44.7 1.6 0.06 24.7 0.42 15 13 18 
Bavistani comiey Wns. dss liot ys 52.1 52.4 7.0 0.28 5.4 0.10 26 27 21 
BRAID UMCSI crs ire tie or exp 62.4 59.1 82.2 0.97 21.3 0.46 48 49 56 
Republic of Korea. . .. 64.9 60.8 58.0 0.70 26.6 0.58 Sie SAG ae’ 
Rengaporeen yl ss 73.2 68.6 29.0 0.43 18.5 0.36 47 52 28 
Srimlankadye Sh son oui s leeis 71.0 67.6 64.0 0.85 18.8 0.38 mete ays sie 
TANANd ean ie < \esziche's > 63.2 57.6 70.0 0.80 46.0 0.89 47 42 44 


Notes: *% 1975 estimate — United Nations, Selected World Demographic Indicators by Countries, 1950-2000. 
> Age 15 and over, latest figures. Some are quite old (e.g., 1957 for Malaysia) and therefore of limited value. 
© Percentage of female literacy divided by percentage of male literacy. 
“Latest available figure. ILO, Yearbook of Labour Statistics, 1975. 
© Latest available figure. UNESCO Regional Office, Progress of Education in the Asian Region, 1975. 
£ United Nations, Demographic Yearbook, 1974 (Sales No. E.75.XIII.1). 
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278. Finally, table 20 shows the proportions of 
economically active females to economically active 
males. As would be expected this proportion is 
less than one in all countries. In India, Iran and 
Pakistan the ratio is less than 0.25. 


279. The wastage of human resources that results 
from the exclusion of women from the development 
process is something that developing countries can 
ill-afford. This wastage can take the form of the 
use of a large part of women’s time in carrying out 
domestic tasks amenable to increased efficiency 
through some investment, the direct exclusion of 
women from the labour force in some countries and 
the exclusion of women from formal and informal 
education which would improve their proficiency in 
their non-domestic tasks or lead to innovation in 
their activities. 


280. Yet this direct wastage is only part of the 
problem. The exclusion of women from many as- 
pects of the development process also has important 
indirect effects. First, there is the effect on the 
nature of their influence on the education and 
socialization of their children, because, by and large, 
women will pass on their own experience and 
attitudes. Secondly, there is the indirect effect on 
population growth. This is an extremely complex 
subject. Though it is not easy to isolate the factors 
affecting fertility, many of the relevant factors can 
be combined under the heading of exposure of 
women to modernization. 


281. In recent years a great deal of effort has been 
made by the international community to focus 
attention on the status of women and their par- 
ticipation in development. Member Governments 
of the United Nations have resolved to design and 
implement programmes to increase the participation 
of women.** The next 10 years will indicate their 
commitment to these resolves. 


282. Young people, as discussed above, have usually 
been treated as subordinate; some of the reasons 
for the growing breakdown of their traditional 
position have also been examined. This breakdown 
is of particular concern to developing countries at 


54 See, for example, the following selected United Nations reso- 
lutions on women’s development participation: General Assembly 
resolution 2716 (XXV): Programme of concerted international 
action for the advancement of women; General Assembly resolution 
3275 (XXIX): International Women’s Year; General Assembly 
resolution 3342 (XXIX): Women and development; ECAFE rcso- 
lution 135 (XXIX): Integration of women into the development 
process; General Assembly resolution 3522 (XXX): Improvement 
of the economic status of women for their effective and speedy 
participation in the development of their countries; General As- 
sembly resolution 3524 (XXX): Measures for the integration of 
women in development; General Assembly resolution 3490 (XXX): 
Implementation of the World Plan of Action adopted by the 
World Conference of International Women’s Year; and General 
Assembly resolution 3523 (XXX): Women in rural areas. 


present because youth forms a large part of their 
total populations, because youth is_ essentially 
forward-looking and therefore more likely to press 
for the radical modification of economic and social 
structures and because, with increasing education 
and increasing unemployment, youth is likely to 
form a vocal and impatient critic of the current 
pace of development. 


283. It is impossible to define the age-group that is 
youth for all countries, as it varies considerably with 
the degree of development and the society. The 
higher the level of development of a country and 
the higher the income strata within a society, the 
longer the period of “youth”. 


284. Taking the age-group 15-24 as an arbitrary de- 
finition of youth, table 21 shows youth as a percent- 
age of the total population in some ESCAP countries, 
its percentage of total population in urban and 
rural areas and economically active youth as a per- 
centage of total youth. The group is a significant 
portion of the total population of countries of the 
region; around 15 per cent compared with around 
14 per cent in Western Europe. For almost all 
the countries cited the proportion of youth in the 
population is higher in urban than rural areas. The 
figures for employment vary greatly from country to 
country and depend on a number of factors such as 
the school enrolment ratios as well as rates of un- 
employment and the position of women in employ- 
ment outside the home. In 1970 youth comprised 
a total of between 21 and 30 per cent of the total 
economically active population in the countries 
included in the table. 


285. The size of the youth group, its importance in 
total employment and the growing problems of un- 
employment that largely affect young people, have 
caused increasing concern.*> In many countries 
one manifestation of these problems has been 
growing politicization, especially of educated youth. 
Since the 1960s “student activism” has become 
widespread and youth groups have emerged as a 
formidable political and social force. The activities 
of these groups are varied and their ideological 
range quite wide and reactions of governments and 
the older citizens have been mixed.*® Such activity 
is likely to continue however and the responsibility 
of governments is in the encouragement and the 
harnessing of youth activism for the support of 
national development efforts. 


55 ESCAP, Report of the Regional Training Workshop for Youth 
Workers and Youth Leaders in National Volunteer Service Pro- 
grammes, 11-25 November 1974, Islamabad, Pakistan (SD/YD-Ex- 
In-7); and ESCAP, Report of the Regional Training Workshop 
for Youth Workers on the Development of National Youth Policies, 
14-27 January 1975, Kuala Lumpur, Malaysia (SD/YD-Ex-In-6). 

56 ESCAP, Study on the Role of Students in Social Progress and 
Development, December 1975 (SY/YD-Ex-In-9). This study cover- 
ed Japan, Malaysia, the Philippines, Pakistan and Thailand. 
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Table 21. YOUTH AS A PERCENTAGE OF TOTAL, RURAL AND 
URBAN POPULATIONS AND ITS ACTIVITY RATE 


Youth as a percentage of Economically active youth as 
percentage of total 
Country Total Rural Urban 
Year population Year population population Year Pereeniage 
(percentage) (percentage) (percentage) 

| Ns Fe yl i a 2 1974 19.5 1971 15.8 19.6 1971 42.8 
Indonesia Oot oh pte 1971 16.4 1971 15.5 20.4 1971 44.1 
} Feet the) aaa na 1971 18.2 1971 18.9 17.1 1972 33.4 
japan 7a 1974 16.1 1970 16.6 19.9 1975 49.5 
Malaysia (peninsular) . 1973 20.9 1970 18.4 22.3 1970 51.6 
Nepal sshiiinoaie i 4). h ye 1971 17.5 1971 17.3 20.6 1971 62.5 
Pakistan 1% i. CMiah. PA 1968 16.3 1968 15.7 17.9 ba Bay 
Philippines . . . 1975 21.3 1970 18.4 22.4 1970 47.3 
Republic of Korea... 1972 19.4 1970 14.8 22.2 1970 45.0 
Thailand. . . . 1970 18.6 1970 18.0 Db) ~ 1970 80.1 


Sources: United Nations, Demographic Ycarbook, various issucs. 
ILO, Yearbook of Labour Statistics, 1976. 
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I. GROWTH WITH SOCIAL JUSTICE 


A. OPERATIONAL DIMENSIONS 
OF INEQUALITY 


286. Until quite recently, total preoccupation with 
rapid economic growth had tended to presuppose 
that problems of production are largely separable 
from distributive problems. Also implict in such 
a view was the general belief that the distributive 
dimensions of a development process can be treated 
in isolation through conventional instruments of 
economic policy. Thus, the strategy of “growth- 
manship” in its simplest form relied on an implicit 
hierarchy of priorities, where economic growth 
measured by some broad statistical indexes like 
gross national product took precedence over all 
other aspects comprising an integrated process of 
socio-economic development. 


287. The failure of this strategy of “growthmanship” 
is becoming increasingly apparent. It is now 
generally agreed that ‘“growthmanship” failed 
primarily because it failed to focus its attention on 
the social content of growth and was more concerned 
with its mere statistical form. Relevant to the 
social content of the process of growth is the inter- 
related nature of production, distribution and con- 
sumption. Economic growth takes place within the 
specific historical context of social organization of 
production, which involves as its major components 
technology, property relations and a corresponding 
social division of labour. During the process of 
growth, the property relations of society continuously 
interact with the productive force of technology to 
generate a gradually changing pattern of social 
division of labour which, in the ultimate analysis 
determines both the pace of economic development 
and its social content. In this sense, economic 
growth is never an isolated process: like the coded 
gene of modern molecular biology, the interaction 
between technology, property relations and the cor- 
responding social division of labour, carries within 
itself a certain pattern of growth which gradually 
unfolds over time into an over-all social pattern.! 


288. What has become distressingly clear within the 
specific context of most developing mixed economies 


1 The biological analogy is deliberately chosen in contrast to a 
mechanical one to emphasize the evolving nature of the process 
of development, which all mathematical “growth models” until 
now have totally failed to capture. The biological analogy does 
not mean only “social Darwinianism” as a process of natural selec- 
tion characterizing capitalistic competition; in a much deeper sense, 
it tries to focus on the interaction between technology and property 
relations generating changing pattern in the social division of 
labour and corresponding institutional changes. 


of the ESCAP region, is that this unfolding economic 
and social pattern associated with the process of 
growth is characterized by pronounced  in- 
egalitarianism. Indeed, this inegalitarian pattern 
is so marked in many countries of this region that 
it makes it illegitimate to identify economic growth 
with socio-economic development in the broader 
sense of the term. For development is ultimately 
a process over time in which every member of the 
society has a right to participate and also derive 
benefits from it in enriching his own life. This is 
the essence of any continuing process of “mass par- 
ticipation” in economic development where most 
members of the society can identify the benefits of 
economic progress within his-or her specific personal 
context and relate it to the broader social context. 
The less a process of economic growth satisfies this 
crucial test, the greater is its deviation from the real 
aims of development. From this point of view, 
economic growth has to be integrated with social 
justice within the unified framework of a set of 
development policies, which ultimately define the 
strategy of development. 


289. This new paradigm of development requires as 
its first step a sharper focus on the operational 
aspects of inequality, emphasizing those specific 
dimensions of inequality which have greatest 
significance in influencing the pattern of develop- 
ment. There are at least two specific dimensions 
of inequality in the present context of developing 


mixed economies of the ESCAP region which stand 


out as especially relevant. 


290. First, there is the problem of inequality in in- 
come, expenditure and consumption distribution 
with its interrelated facets: distribution of personal 
(or household) income, occupational distribution of 
income and distribution of income by the major 
economic classes.2_ While these are alternative 
ways of looking at the distributional problem, each 
measure has its special relevance depending on the 
specific problem under consideration. For 
example, issues concerning measurement of mass 
poverty are more directly dependent on personal 
income, expenditure and consumption data, while 
for certain types of studies in the structure of 
national savings, it is often more useful to consider 
the class distribution of income, disaggregated into 
a further distinction between the corporate and the 


2 Distribution of income into “profits”, “wages” and “rent” 
raises conceptual problems about income generated in the category 
of self-employed and unorganized industry in the so-called “‘in- 
formal” sector of the economy. Similarly, a bewildering variety 
of agrarian relationships make the estimation of “rent” exceedingly 
difficult in most developing agrarian economies. 
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non-corporate sector. Similarly, in studies con- 
cerning the relation between earning ability and the 
level of education or the privileges associated with 
mental over manual work and similar questions 
connected with deep-rooted social values of an 
economic system, it is usually the occupational dis- 
tribution of income which tends to be most 
revealing. 


291. The second operational aspect of reducing 
inequality concerns the nature of property relations 
in most mixed economies of the ESCAP region and 
the related problem of an undeniable link which 
exists between personal or class distribution of in- 
come on the one hand and personal or class owner- 
ship of wealth and means of production on the 
other. Since concentration in the “ownership of 
income bearing assets” unavoidably generates 
tendencies towards concentration in income and 
vice versa, reduction in the inequality of income is 
unlikely to be a sustainable process over time, with- 
out a corresponding programme for reducing con- 
centration in the ownership of means of production 
and wealth distribution. It is indeed typically or 
even universally the case that the degree of in- 
equality in wealth distribution tends to be much 
higher than the degree of inequality in income dis- 
tribution. But statistical information regarding the 


Table 22. 
Percentage of income 
Country received by the top 
5 per cent of households® 
Burma (1958): ioe 
India . (1967/68): 25 
Indonesia (1971): 34 
Iran f (1968) :4 30 
Malaysia . (1970): 28 
Pakistan® . (1969/70): 18 
Philippines (971)* 25 
Republic of Korea (1970): 17 
Sri Lanka (1973): 19 
Thailand . (1962): 32 
(1970): Dat 
Notes: 


IBRD, 1975). 


> “Estimate A” is based upon H. Chenery, J. 


nature of property distribution is far less easily 
available compared to personal income or ex- 
penditure distribution data. 


292. Table 22 presents a cross-country picture of 
the extent of proverty and its “mirror image” in 
terms of concentration of income in the hands of the 
most privileged income groups (top 5 per cent). 

1. Inequalities in urban and in rural areas 
293. Over-all inequality in developing countries in 
the region is significantly influenced by urban-rural 
disparities in income distribution. In a study of 
Iran, it has been observed that there was a general 
tendency for the expenditure inequalities between 
urban and rural households to increase over the 
years 1969/70 to 1972/73; the same study notes 
that of the total expenditure inequality in 1972/73 
more than half is associated with rural-urban dis- 
parities? In the absence of such analysis of 
variance studies, data based on percentage shares in 
income indicate that in export-based high income 
countries like the Philippines and Malaysia,‘ the 


3 Farhad Mehran, “Income distribution in Iran: the statistics of 
inequality” (Geneva, WEP) (mimeo.) 

“ Keith Griffin and Azizur Rahman Khan, “Poverty and land- 
lessness in rural Asia” (Geneva, WEP, July 1976) (mimeo.), pp. 1-30. 


INCOME DISTRIBUTION IN SELECTED DEVELOPING ESCAP COUNTRIES 


Percentage of population 
below $US 50 per annum? Gini coefficient? for 


concentration of income at 


Estimate A Estimate B national level 
(1969) (1969) 
Bins 54 (1958): 0.38¢ 
32.5 45 (1967/68): 0.47 
A ey (1971): 0.46 
a 9 (1968): 0.50 
see 11 (1970): 0.50 
32.5 33 (1969/70): 0.34 
28.0 13 (1971): 0.49 
10.5 6 (1970): 0.37 
35.0 33 (1973): 0.40 
38.0 27 (1962): 0.51 


* Source: Shail Jain, Size Distribution of Income: A Compilation of Data (Washington D.C., 


HL Duloy and R. Jolly (eds.), “Redistribution with 


growth: an approach to policy” (Brighton, University of Sussex) (mimeo.), while “Estimate 
B” is based upon M. S. Ahluwalia, “Income inequality: some dimensions of the problem”, 


Finance and Development, vol. 11, No. 3 (Washington D.C., September 1974). 


It should be 


noted that there are significant discrepancies between these two estimates, which are even 


more pronounced in per capita GNP figures, not presented here. 


By and large, lower per 


capita GNP figure is associated with a higher percentage of poverty (defined in these estimates 
as below $US 50) as is to be expected; but the pattern seems more pronounced in ‘Estimate 


B” than in “Estimate A”. 


An alternative estimation with summary of discussion for India 


explaining the statistical basis can be found in Development Programming Techniques Series 
No. 9, vol. III (United Nation publication, Sales No. E.73.11.F.12), pp. 51-53. 
© The “Gini cocflicient’” is the ratio of the area of the graph lying between the Lorenz curve and 


the “perfect equality” 45-degree line through the origin. 


Thus, the Gini coefficient takes 


values between logical extremes of 0 and 1, broadly indicating higher concentration as the 
value tends closer to unity. There are several finer statistical as well as welfare-theoretic 
economic arguments, which caution against such simple interpretation (particularly when the 
Lorenz curves intersect) ; these considerations are not discussed in this Review given the rough 
nature of the data and the level of discussion. 


4 Urban households only. 


° Pakistan including Bangladesh, as relevant data relates to 1969. 


Rural households only. 
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rural inequality is less than over-all inequality. In 
the Philippines in 1971 the share in income of the 
poorest 40 per cent in the entire economy was 11.6 
per cent and 1.33 per cent in rural areas; the cor- 
responding shares of the richest 20 per cent were 
53.8 per cent and 51.0 per cent. In Malaysia in 
1970 the income share of the poorest 20 per cent 
in the rural area was 12.4 per cent as compared 
with the share of 11.6 per cent in the over-all 
economy; the share of the richest 20 per cent was 
56.0 per cent in the whole economy and 45.7 per 
cent in the rural area. 


294. {n the case of low income South Asian 
countries, a review of the literature available for 
India for the period from the mid-1950s to the 
mid-1960s concluded on intrasectoral inequality 
that “all calculations show that inequality has in- 
creased within the urban sector, as one would have 
expected. But most studies show that rural in- 
equality declined slightly, between the mid-1950s 
and mid-1960s. And it is not yet proved that the 
technological changes of the last 6 or 7 years have 
led to increased inequality in agriculture”.> In Sri 
Lanka the most striking change in income distribu- 
tion, according to an analysis of the survey data for 
1963 and 1973, is the sharp reduction in the degree 
of inequality between those two years.© The Gini 
coefficient for all incomes fell from 0.49 in 1963 to 
0.40 in 1973. This reduction in _ inequality 
occurred in both rural and urban sectors, with the 
estate sector as an exception. 


295. In the Republic of Korea, according to official 
figures, “the ratio of farm to urban worker house- 
hold real income has improved streadily since 1967 
with the former once again approaching parity with 
theslattersr erie Since farmholds are larger than 
urban households, a comparison of per capita in- 
comes is less favourable. Nonetheless by 1974, 
the ratio of farm household per capita income has 
reached 96 per cent of all urban worker and 119 
per cent of urban wage earner household per capita 
income.’ 


296. Inequality in distribution is generally higher in 
urban as compared with rural areas in developing 
countries of the region as indicated by Gini ratios: 


5 Dharma Kumar, “Changes in income distribution and poverty 
in India: a review of the literature”, World D. velopment, vol. 2, 
No. 1, January 1974. 

® For an explanation of the improvement of size distribution in 
income, see L. Jayawardene, “Case Study of Sri Lanka” in H 
Chenery and others, Redistribution with Growth (London, Oxford 
University Press, 1974). For an analysis based on consumption data 
concluding that inequality did not decrease by the margins suggested 
by the income data, see E.L.H. Lee, “Rural poverty in Sri Lanka 
1963-1973” in Keith Grifin and A.R. Khan, op. cit. 

7 Economic Planning Board, Republic of Korea, The Korean 
Eccnomy, Growth, Equity and Structural Change (Seoul, Septem- 
ber 1976). 


in Malaysia® (1970), 0.485 in urban and 0.451 in 
rural areas; in Iran (1972/73), 0.4946 in urban and 
0.3659 in rural areas; in India (1968/69), 0.338 in 
urban as compared with 0.287 in rural areas; in the 
Philippines? there seems to be a change in 1971 
(Gini coefficient of 0.46 in rural and 0.45 in urban 
areas) as compared with the corresponding 
coefficients for 1965 (0.42 in rural and 0.53 in 
urban areas). India!° and Sri Lanka indicate that 
inequalities in urban and in rural areas decline 
when there is an over-all decline in the whole 
economy. In India, during the period 1953/54 to 
1968/69 the over-all concentration ratio declined 
from 0.336 to 0.308; the corresponding decline in 
rural areas was from 0.325 to 0.287 and in urban 
areas 0.366 to 0.338; in Sri Lanka the decline in 
the Gini coefficient for all incomes from 0.49 in 
1963 to 0.40 in 1973 was marked by a decline in 
the mean income of the top quintile in rural areas 
as well as a decline in the urban areas of the average 
income of the top 40 per cent of income receivers. 
The Philippines provides an instance of a country 
where a decline in concentration ratio from 0.5 in 
1961 to 0.49 in 1971 saw the higher inequality in 
urban areas (0.52 in urban as compared with 0.40 
in rural areas) decline; in fact rural inequality seems 
to have increased from 0.40 to 0.46. Where in- 
come inequality increased as in Malaysia (in Gini 
coefficient from 0.421 in 1957/58 and 0.499 in 
1970) inequality is higher in urban as compared 
with rural areas throughout the period. 


297. Though very little systematic data seem to be 
available on the important aspect of spatial dis- 
tribution in the context of development, table 23 
tries to focus only on health data, indicating the 
socio-economic distance that separates the cities 
from the countryside in some of the developing 
economies of the ESCAP region. 


298. Naturally, it would have been more revealing 
if similar data could also have been obtained on a 
cross-country basis with respect to education, 
nutrition and housing, employment indicators or job 
opportunities to complete the contrasting picture 
between the city and the countryside which exists 
in several developing economies of the ESCAP 
region. Yet paucity of easily available data on 
some of these important aspects of equality could 
itself be a telling example of the relatively little 
attention such problems have so far received in dis- 
cussions of social justice in the context of economic 
growth. Nevertheless, fragmentary evidence exists 


8 Lim Lin Lean, “The pattern of income distribution in West 
Malaysia 1957-1970” (Geneva, WEP Working Paper), July 1974. 

®E.A. Tan, “Income distribution in the Philippines” in Jose 
Encarnacion and others, Philippine Economic Problems in Perspec- 
tive (Manila, University of the Philippines, 1976). 

20 Dharma Kumar, /oc. cit. 
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_ Table 23. SELECTED DEVELOPING ESCAP COUNTRIES: 
SPATIAL INEQUALITY IN DEVELOPMENT 


Population/medical doctor® Proportion of population with 

Sores Sop eld ee to water 

Year eed Rural areas Urban areas Capital city Pray wk 
BUNA gles pups st er gee bate ars — — _— — — 18 37 
LNG aa ae —. —_— —_ = — 16 56 
Indonesia . ne get oa —_ —_— — —_ 6 35 
[rane capes ee als ae) 967=1970 3,750 10,000 2,275 906 —_ 78 
DMMalayciaieem Aebeve, 4, 1% — — — — ao 12 91 
INCDAEmy aves! <i) ts —- — — — — — 58 
Rakistane oes Se. fete 1970 7,400 24,200 3,700 — 8 75 
Philippinese amy. set. a 1971 3,900 10,000 1,500 — 20 65 
Republic of Korea... — _— — —_ — 34 88 
Sri Lanka 5c eee = — — a= — 2 67 
ihailandes m0: a. 0s 1968 7,000 _— — 800 10 60 


Notes: * Extracted from IBRD, The Assault on World Poverty (1975), annex 8 and annex 9, pp. 422-423. 
> Extracted from WHO, World Health Statistics Report, 1973, vol. 26, No. 11. Urban includes both house connec- 
tion as well as public street post while in rural areas, ‘‘reasonable access” was defined as “when the proportion of 
time spent on meeting only the family’s water need is not disproportionately high”. 
© Pakistan including Bangladesh as data relates to 1970. 


for individual countries on some of these aspects to access to tube-well water. The National Sample 
re-emphasize this dimension of inequality. Table Survey unambiguously reveals that the poorest in 
24 is illustrative of some of these aspects of urban- the rural society depend most heavily on stagnant 
rural inequality in India. surface water from tanks and ponds for all uses 


with the usual health hazards.!! 
299. In addition, there is also statistical evidence to 


suggest that variations in “social overheads” 2. Asset distribution 

between urban and rural areas of India tend to 

make the rural poor especially vulnerable in some 300. Extreme inequality previals in the distribution 
very crucial ways. For example, there are no of assets in rural areas, particularly of land. In 


predominantly agricultural countries, land distribu- 
tion is probably the most representative index of 
the over-all asset distribution position of a country. 
Gunnar Myrdal puts it more effectively: “Particularly 
in the South Asian rural setting, inequality is mainly 
a question of land ownership — with which are 
associated leisure, enjoyment of status and authority. 
Income differences are considered less significant’.!% 


marked differences in the use of tap water as a 
source by income groups, when such facilities exist 
(typically mostly in urban areas of India). Yet for 
rural areas, the well remains the predominant source 
and only 1.5 to 2 per cent of the households with 
monthly expenditure below Rs 51 can have any 


Table 24. INDIA: URBAN-RURAL INEQUALITY 


(rates per thousand) 301. The extreme inequality in the distribution of 
assets, particularly land, in rural India is brought 
Year State Rural areas Urban areas ois e 
—_—_. out by the Reserve Bank of India’s All-India Debt 
Percentage literate in the total population and Investment Survey 1971-72. The lowest 10 
Male ~ Female Male Female 
1961 29.1 8.5 57.5 34.5 per cent of rural households held 0.1 per cent share 
19712 33.1 12.9 61.0 41.5 in assets value, the same as in 1961-62 while the 
err ralig vats top 10 per cent accounted for 51.8 per cent in 
1969 Assam 130 101 —__—_—_——_ 
Mysore 110 57 1! National Sample Survey of India, 18th Round (conducted 
P during February 1963 - January 1964), Report No. 170, pp. 30-34. 
Punjab 98 78 12 : : : 
j For the non-agricultural sector, fragmentary evidence from 
Rajasthan 169 92 some of the developing cconomies of the ESCAP region also suggest 
Uttar Pradesh 179 110 a strikingly high degree of inequality in asset ownership. In India, 
for example, it was found that 20 business groups in the private 
Sources: Census of India 1961 (New Delhi, | Office of the corporate sector in 1958 hai! interest in nearly 11,000 companies 
Registrar-General), vol. I, part II [C(i)], Social and accounting for more than 32 per cent of the share capital of non- 
cultural tables; Census of India 1971, Series I, India, governmental companies. In Thailand, the top 5 per cent of es- 
part II, Special all-India census tables; Sample Registra- tablishments controlled 46 and 48.5 per cent of output in business 
tion of Births and Deaths in India (New Delhi, Office trade and services in 1966 in Bangkok-Thonburi and in the north- 
of the Registrar-General, 1972), pp. 44, 45 and 57. east respectively. 


Note: * Based on percentage sample. 13 G_ Myrdal, op. cit., vol. 1, p. 569. 
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1971/72 and 51.4 per cent in 1961/62, with the 
shares of the intervening groups indicating a 
tendency for increasing inequality during the decade. 
Land has been the most important asset among rural 
households in India; the aggregate value of assets 
in the form of land was 62.3 per cent of the total 
asset holdings. According to the Survey the lowest 
25 per cent of rural households had hardly any land 
whereas the lion’s share was owned by the top 25 
per cent: 


302. Extreme inequality in the distribution of land 
has been observed in many other developing 
countries in the region. In Indonesia, the 1963 
agricultural census revealed that 54 per cent of 
households operating more than 0.1 hectares in Java 
were within the 0.1 to 0.5 hectare category and it 
is unlikely that the percentage has declined since 
then. Ingrid Palmer concludes that if 0.5 hectare 
is considered an adequate farm size, about 75 per 
cent of Java’s rural households do not have enough 
land to meet the farmer’s idea of the poverty line: 
the true percentage might be much more.'® In the 
Philippines, the Gini ratios of families whose 
principal source of income in 1971 was rent from 
agricultural and other land were as high as 0.59 and 
0.65.!7. Even in Bangladesh (where the Gini con- 
centration ratio in land holdings is comparatively 
low), the bottom 20 per cent of the holdings 
accounted in 1967/68 for only 3 per cent of the 
land while the top 10 per cent accounted for over 
35 per cent. In Sri Lanka the percentage of paddy 
holdings of less than one acre in size increased from 
43 to 65 between 1962 and 1970, while the over-all 
average size decreased from 1.99 to 1.52 acres.!8 
The Gini coefficient of the size distribution of 
holdings increased from 0.35 in 1962 to 0.41 in 
1970. 


14.V V. Divatia, “Inequalities in asset distribution of rural house- 
holds” in Occasional Papers, vol. 1, No. 1 (Bombay, Reserve Bank 
of India, June 1976): “The fact that over the period 1961-62 to 
1971-72, the CR value and the shares of the lowest 10 or 25 per 
cent households in the assets in the total assets, both for all classes 
and cultivator classes at All-India as well as state level, have re- 
mained more or less the same seer. s to indicate that if any efforts 
were made to reduce inequality, say, through land reforms etc. 
in some parts of the country during this decade there has not been 
any visible impact by and large in terms of reduction of over-all 
inequality in wealth. It may be that simultaneously with such 
reformatory efforts, other factors had their impact offsetting the 
benefits flowing from these reforms”, p. 20. 

15 Sreelekha Basu, “Pattern of asset-holding in rural India”, 
Economic and Political Weekly (Bombay), 10 July 1976. 

167. Palmer, “Rural poverty in Indonesia, with special reference 
to Java” in Keith Griffin and Azizur Rahman Khan, op. cit. 

17 B.A. Tan, loc. cit., p. 234. 

18 E.L.M. Lee, “Rural poverty in Sri Lanka, 1963-73” in Keith 
Grifin and Azizur Rahman Khan, op. cit. According to Lee, there 
will be no significant difference made to the size distribution of 
holdings by the 1972 Land Reform as the maximum impact will be 
confined to only 2.3 per cent of the total area under paddy culti- 
vation. 


303. Landless labourers, who with sharecroppers 
are at the lowest rung of the income ladder, are 
known to form a substantial section of the rural 
population; though the data available are not up-to- 
date and comprehensive, it does not seem wrong 
to conclude that there is an increasing tendency to- 
wards landlessness.!9 Their ranks are swelled by 
small owner-operators, tenants and sharecroppers 
and village artisans who are forced to supplement 
their income through work for wages. 


304. Available data indicate the serious magnitude 
the problem of landlessness has reached. In the 
Philippines, it has been estimated from the 1961 
census data that landless agricultural labourers 
number over 3, million out of a total population of 
6 million engaged in agriculture; the Bureau of 
Census and Statistics estimated that in 1971 around 
one-third of rural households.were dependent on 
wages and salaries as their main source of income. 
In Thailand, which has long been considered to be 
without landless agricultural labourers, a recent 
study observes a considerable proportion of the 
village population without any land, especially 
villages in the Central Plains.2° Indirect evidence 
of this trend in the country as a whole is given by 
loss of land ownership as indicated by the registered 
transfer of farm land title for repayment of debt, 
during 1966 to 1970.29 In Java, Indonesia, 
according to Ingrid Palmer, the 1963 Agricultural 
Census indicated that the absolutely landless 
amounted to 21 per cent of rural households and 
the estimate for 1970 of households operating farms 
too small to be included in any census was about 
20 per cent. While the 1973 Agricultural Census 
data are not available, she tentatively concludes 
that “in the absence of effective land reform and in 
view of the impact of the rice intensification pro- 
grammes in recent years...... by 1973 almost 
half of Java’s rural households were or were 
virtually landless”.?! 


305. The staggering dimensions of the problem of 
landless labourers in South Asian countries is well 
known though up-to-date data on the exact magnitude 
are lacking. For instance, in Bangladesh in the 


19“Due to a curious lack of enthusiasm on the part of the 
statistical authorities (in these countries) it is very difficult to obtain 
a time series on the number of landless workers” — Keith Griffin 
and Azizur Rahman Khan, op. cit. 

20 Akira Takahashi, “Thailand, growing land problems” in 
Zubeda Ahmed (ed.), Land Reforms in Asia with Particular Refer- 
ence to Pakistan, the Philippines and Thailand (WEP 10/WP1) 
(Geneva, ILO, March 1976). Takahashi cites a study by Kitahara 
Atsushi, Legal System of Land Ownership in Thailand (Tokyo 
Institute of Developing Economies, 1973), p. 34, which finds that, 
in 1972, 21 per cent of the total families in a village in Nakorn 
Nayok province were agricultural labourers who hold either no 
farms or tiny farms of less than 5 rais; Akira Takahashi, ibid., 
table 2-28, p. 119. 

217, Palmer, Joc. cit., pp. 10-14. 
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one and a half decades after 1951 they increased 
by two and a quarter times, from 1.5 million in 
1951 to 3.4 million in 1967/68, an annual com- 
pound rate of 5.5 per cent. The process of in- 
creasing landlessness is undoubtedly underlined by 
the distress sale of land: those who own less than 
one acre (accounting for about a quarter of farmers) 
sold well over one-half of their remaining land each 
year.*? In India, between 1961 and 1971 according 
to census data, the workers engaged in agriculture 
declined slightly; of them, the share of agricultural 
labour increased from 17.49 to 30.17 per cent, 
while that of cultivators and “other workers” 
(artisans etc.) declined from 82.51 to 69.29 per 
cent.23 In Pakistan, between 1951 and 1961 
population censuses, the increase in the number of 
landless workers was nearly 350 per cent, from 
140,000 to 610,000.?4 


306. Among the unsatisfactory aspects of data 
availability regarding the landless labourers, is the 
lack of data on living standards of the landless 
labourers. There is a general need for income 
group specific cost-of-living indexes with particular 
attention to the higher calorie requirements. The 
ILO case studies frequently cited in this section in- 
dicate that “in the last two decades in almost every 
country (for which we have data) the cost of living 
for the lower income groups has increased faster 
than the general cost of living.25 Of particular re- 
levance in the case of landless labourers is the fast 
loosening system of customary payments, and the 
generally observed substitution of monetary pay- 
ments replacing payments in kind.?¢ 


307. An extremely important inference follows from 
this very uneven distribution of property in most of 
the developing mixed economies of the ESCAP 
region. Since concentration in the ownership of 
the means of production is almost inevitably a 
source of concentration of not only income, but also 
economic power in a more general sense, the power 
relations of the society become highly weighted in 
favour of the propertied classes with its inevitable 
repercussions on the process of economic develop- 
ment. 


22 Azizur Rahman Khan in Keith Griffin and Azizur Rahman 
Khan, op. cit. 

23 In India, according to the Reserve Bank of India’s All-India 
Rural Debt and Investment Survey (1971-1972), the percentage of 
households to the total rural households which were landless and 
had negligible land was 65 in Delhi, 56 in Punjab, 55 in Kerala, 
53 in Tamil Nadu, 48 in Haryana, 41 in Andhra and 37 in 
Gujarat. Sreelekha Basu, Joc. cit., p. 1430. 

24 S.M. Naseem in Keith Griffin and Azizur Rahman Khan, op. 


cit. 

25 K. Griffin and Azizur Rahman Khan, op. cit., pp. 1-14. For 
a study which finds that the demand inducing effects of agricul- 
tural growth do have a positive effect on real wage rates see, 
Deepak Lal, “Agricultural growth, real wages and the rural poor 
in India”, Economic and Political Weekly, vol. XI, No. 26, 26 
June 1976, pp. A-47 to A-60. 

26 See chapter II, section C above. 
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308. The nature of power relations that flow from 
property can be more precisely appreciated in terms 
of specific examples. Consider, for example, the 
pattern of ownership and operational holding in 
land again. It has been shown with Indian data on 
the size distribution of land that a positive relation 
seems to emerge between the ownership and the 
operational holding pattern, i.e., by and large, 
people owning more land are also able to lease in 
more land.*?. Thus, ownership of property, land in 
this specific example, bestows power to control even 
more extensively the means of production through 
considerations of credit worthiness etc. which 
operate in a market economy. Similarly, for 
Thailand it has been observed that there is a 
“higher degree of concentration in the distribution 
of land holdings than in that of land owned.’8 
Another manifestation of the nexus between property 
ownership and economic power is the interrelation 
between certain aspects of private property law and 
public investment programmes in such diverse areas 
as irrigation, road building, land development 
Or co-operative movement. It has been the 
general experience that these types of public in- 
frastructural investment benefit particularly private 
property owners in terms of higher land values, 
better trading facilities or control of co-operative 
credit by the privileged few. 


3. Incidence of poverty 


309. The incidence of poverty, measured as a per- 
centage of population below a poverty line, given 
on the basis of $US 50 in table 22, is significant in 
almost all countries in ESCAP region, except the 
Republic of Korea.?9 


310. The poverty line can be drawn in various 
ways. Indicators, at the national level, of the 
population below the poverty line are not available 
on a comparable period for recent years. The 
extent of inequitable distribution in food intake can 
provide an indication of the magnitude of poverty 
and the available information is given below. Data 
for different countries show that the inadequacy of 
food consumption by low-income group is much 
larger than can be gauged from aggregated averages 
and is increasing in many countries. 


311. A survey of Maharashtra (India) in 1971 
(table 25) reveals extremely high inequality of food 
intake by income class. Figures of rice consump- 


27 See K.N. Raj, “Ownership and distribution of land”, Indian 
Economic Review (New Series), 1970. 

28 Economic Survey of Asia and the Far East, 1971 (United 
Nations publication, Sales No. E.72.11.F.1), p. 60. 

2° For specific studies of the extent of poverty in rural sector in 
Bangladesh, four states of India, Pakistan and Sri Lanka, see K. 
Grifin and Azizur Rahman Khan, op. cit. 
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tion®® for Sri Lanka (see table 26) also show a 
highly inequitable distribution for different income 
classes in 1973, a situation which has apparently 
worsened considerably over a 10-year period; 
however 1973 was a particularly unfavourable year 
in terms of food availability. 


312. With respect to rural/urban disparities in food 
consumption, the available information indicates 
differences amongst the countries of the region. There 
is evidence for Pakistan and Indonesia, which shows 
that at the turn of the decade, the poor in urban 
areas were worse off in terms of food consumption 
than those in rural areas (see table 27). However, 
in the Philippines, on the basis of estimates of 
poverty thresholds — i.e., income sufficient to satisfy 
basic nutritional needs—the situation seems 
markedly worse on average (in 1971) in rural than 
in urban areas: in rural areas, some 48 per cent of 
families had expenditures below the costs of a 
minimum diet, against 24 per cent in urban areas. 
However, the contrast in country experiences is 
strong, and could be at least partly explained by the 
fact that the Philippine survey did not take into 
account food consumed directly by rural families. 


3° Figures of rice consumption alone do not accurately reflect 
the pattern of total food consumption, because it is probable that 
low-income yroups consume more “inferior foods” such as roots 
and tubers. 


Table 25. MAHARASHTRA: AVERAGE DAILY FOOD 
INTAKE per capita BY INCOME CLASS, 1971 


Income Percentage of Keals per capita/ 
(Rs/month per capita) households day ’ 
Qe eA S ad A kik ta an | _ 940 
BS ee 25 ei cinitketspseih Lakahebae 23 1,540 
DS fee SO ile iene uit Nees wate 26 1,950 
Se Pan ae a La 18 2,240 
AS mer (Sic EEN ai orl a at 15 2,590 
SO A heen eh aN Ue Ld 17 3,150 


Source: FAO, Food and Nutrition, vol. 1, No. 1 (Rome, 1975), 
table 3, p. 21. 


Table 26. Sri LANKA: per capita CONSUMPTION 
OF RICE, 1963 AND 1973 
(measures* of rice per two months) 


Income class 


(rupees) 1963 1973 
per two months 

a SO RE Coan ' 18.2 8.7 
51 — 100 (aA liebe 18.3 11.0 
101 —— 200 eis, es ils 18.7 12.7 
20V 400) alee 19.3 15.2 
401— 800 . .... 18.6 15.9 
801 — 1,600 Se To eth 18.0 16.9 
1601— 2,000 . .. . 19.0 17.9 
2,001 — 3,000 . . . . 18.9 17.6 
More than 3,000. . . lg 13.2 18.2 


Source: Central Bank of Ceylon, Survey of Consumer Finances 
(Colombo, 1963 and 1973). 
Note: *1 measure = 2 pounds weight. 


Table 27. AVERAGE DAILY INTAKE OF CALORIES 
AND PROTEIN per caput BY HOUSEHOLD 
INCOME/EXPENDITURE CLASS: PAKISTAN AND INDONESIA 


Pakistan (1970/71) 


Urban areas Reval ereas 
-tvevage monthly income 
(rupees Average daily intake Average daily intake 
Percentage of . Percentage of § ———<—<—————————— 

total households Calories Protein total households Calories Protein 

(keal) (gram) (heal ( ) 
Under 100). say 2 1,763 54 6 1,879 57 
AL Ne a evs pice bie 8 1,816 56 20 1,894 58 
0—199 . 2. .. 15 1,742 53 21 1,914 58 
200 — 249 goin 15 1,708 53 16 2,010 61 
Z3Q mn 299 Ln ace 13 1,759 53 13 2,024 61 
300— 399. . . 18 1,787 54 13 2,119 64 
400 — 499 2 wl, ih 1,795 54 5 2,148 64 
SU0-and. over . .. 18 1,817 55 5 2,503 74 
All income classes. . 100 1,783 54 100 2,010 5,61 

Indonesia (1969/70) 
Urban areas Rurel areas 
Average monthly expenditure 
(rupiah) Average daily intake Average daily intake 
Percentage of Percentage of. —————_—————————————— 

total population Calories Protein total population Calories Protein 

RR DIE) lb (keal) (gram) (keal) (gram) 
Under 500 2. . wl, 3 790 17 10 1,117 29 
DOR — 750h ein iat Se yy 9 1,060 22 18 1,420 34 
AD —— 1000 vee iuiics 12 1,232 25 19 1,629 37 
1003 — 1,250 . . . 14 1,417 29 14 1,812 41 
1,251— 1,500 . .. 12 1,449 31 1 2,027 46 
1,501, — 2,000) 2) 4) 1. 19 1,728 37 13 2,267 52 
2,008 — 2,500 . . . 12 1,874 41 7 2,519 59 
2,501 — 3,000 . . 8 1,951 45 3 2,804 65 
Over S000) say sy 13 2,408 58 5 3,344 83 
All expenditure classes. 100 1,633 36 100 1,885 44 


Sources: Government of Pakistan, Household Income and Expenditure Survey, 1970/71 (Ministry of Finance, 
Planning and Development, Statistical Division, Karachi, 1973). 
Republic of Indonesia, “Survey social ekonomi nasional” (Jakarta, Biro Pusat Statistik, 1973) (mimeo.). 
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313. There is more similiarity with regard to trends, 
which reveal the worsening plight of the rural poor. 
The figure of 48 per cent of those below the poverty 
threshold in the Philippines in 1971 contrasts with 
39 per cent in 1965.3! A similar trend has been 
recorded in Bangladesh in a recent study.32 In 
1963/64 only 5 per cent of the rural population 
there could have been classified as “extremely 
poor”, having income levels insufficient to satisfy 
80 per cent of the recommended calorie intake. 
By 1968/69 the proportion had risen to 25 per cent 
and in 1975 to 41 per cent, with 62 per cent in that 
year falling into the category of “absolutely poor”. 


314. In evaluating deficiency in food consumption, 
it is an over-simplification to estimate the number 
and percentages of populations falling below 
minimum average requirement levels. First, a high 
proportion in the poorer income classes are involved 
in physical work demanding higher than average 
nutritional requirements to sustain effort. For 
example, it has been estimated that agricultural 
labourers probably require at least 40 per cent more 
calories than the operators of larger farms in 
Bangladesh engaged in a more sednetary activity.%3 
A uniform nutritional threshold across all income 
classes is therefore inappropriate and understates 
the extent of the food deficiency. Secondly, those 
who have suffered insufficient diets for long periods 
require somewhat more than minimum nutritional 
intake levels in order to become fully rehabilitated. 
Thirdly, as in the case of over-all studies based on 
the concept of the poverty line, one has to look at 
the food availabilities to the various poor groups 
which are at varying distances below the poverty 
line and fall short of the specified level of food 
intake. 


4. Progress so far 


315. Available data on income distribution are not 
up-to-date or comprehensive enough to present a 
coherent picture, at the national level, of how far the 
objective of growth with social justice has been 
translated into specific development targets, pro- 
grammes and policies.*4 | However, some compar- 


31 Data for the Philippines i is derived from Mahar Mangahas and 
Raymunda Rimando, “The Philippine food problem” in Jose En- 
carnacion and others, op. cit. 

82 Azizur Rahman Khan, “Poverty and inequality in rural 
Bangladesh” (Geneva, ILO World Employment Programme Re- 
search, March 1976). 

83 Ibid. 


34 Even at the national level, apart from current availability of 
comparable information over a period of time, there is generally 
a lack of information on over-all redistributive effects of fiscal 
policies, credit availability for small producers, wage payments in 
real terms in the rural and unorganized sectors, tenancy rights 
before and after a major land reform, changing number of land- 
less labourers, nutritional requirements according to socio-economic 
groups, availability of public social services according to socio- 
economic groups, to mention a few. Where relevant studies are 
available for a particular region in a country, they are not always 
repetitive over time and it is not clear whether conclusions can be 
drawn at a national level. 


able information is provided below on a few 
significant aspects. The over-all impression is that 
of slow progress over a long period up until the 
early part of the decade, even in countries where 
income distributive policies have been deliberately 
introduced. In view of this trend, one can 
legitimately wonder whether there has been any 
hastening of the process of redistribution as the 
decade has progressed, particularly in actual policy 
implementation. 


316. One important parameter in gauging redis- 
tributive progress (or a lack of it) is in regard to 
employment in the urban sector. Available evidence 
suggests that the capacity of most countries to create 
jobs, is falling far behind the growth in labour force. 
This is true of the (formal) manufacturing sector, 
but developments in the informal tertiary sector in 
many major cities are also indicative of the steadily 
increasing number of those without gaintul employ- 
ment. 


317. Recent experience of employment growth in 
manufacturing in developing Asian economies has 
generally been disappointing (see table 28). Only 
in exceptional instances, such as the Republic of 
Korea and Singapore, where it has been possible to 
attain extraordinary rates of manufacturing growth, 
has the contribution of manufacturing to employ- 
ment been reasonably satisfactory. In _ larger 
economies, even though the manufacturing sector 
may have reached an appreciable size in terms of 
output and employment levels, its share in the 
absorption of the growing labour force has been 
modest at best. In India, for example, growth in 
manufacturing employment in the period 1970-1975 
accounted for barely a fifth of the employment in- 
crease in the organized sector. This sector, in turn, 
apparently failed to keep pace with the growth of 
the country’s labour force. 


318. Whilst the rapid expansion of the manufacturing 
industry in the Republic of Korea absorbed as 
much as two-fifths of the labour force increment in 
the 1970-1975 period, in the Philippines (where 
total labour force is roughly comparable in size with 
that in the Republic of Korea) manufacturing growth 
appears to have provided jobs for less than 5 per 
cent of the new job-seekers in the economy during 
the same years. With an appreciably smaller total 
labour force and a smaller part of it employed in 
manufacturing, employment in Malaysian manu- 
facturing industry absorbed barely one-sixth of the 
labour force increase in this period. However, the 
rate of over-all employment growth, as compared 
with the growth in labour force, is striking, achieving 
near equality. Only in the urban economy of Hong 
Kong, where employment in manufacturing makes 
up more than 35 per cent of the total, did the ex- 
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Table 28. SELECTED ESCAP COUNTRIES: LABOUR 
FORCE GROWTH AND EMPLOYMENT EXPANSION: 


TOTAL AND MANUFACTURING, 1970-1975 


1970 


Hong Kong oem) 


1974 


1975 


Growth rates (percentage) 


1970-1974 


1974-1975 


1970-1975 


Labour force 1,658" 1,945 4.1 

Employment (N) . 1,583 1,770 _ oo 2:8 

Manufacturing 564 679 — — 4.7 
India® (thousand) 

Labour force 21,425 27,915 29,222 6.8 4.7 6.4 

Employment (N) . 17,355 19,485 19,892 3.4 2.1 2.8 

Manufacturing 4,692 5,208 5,198 2.6 —0.2 2.1 
Malaysia (thousand) 

Labour force . . 3,606.8 4,225.0 _ — 3.2 

Employment (N) . 3,339.5 3,927.8 — a 3.3 

Manufacturing 289.9 398.2 — — 6.6 
Philippines* (million) — 

Labour force ; 12.30 15.20 14.29 5.4 —6.0 3.0 

Employment (N) . 11.77 14.48 13.77 5.3 —4.9 3.2 

Manufacturing a 1.40 1.51 1.44 1.9 —4.6 0.6 
Republic of Korea (million) 

Labouriforceje.. 210) 10.20 12.08 12.34 4.3 ee 4.9 

Employment (N) . 9.75 11.59 11.83 4.4 2A 5.0 

Manufacturing . 1.28 2.01 220 9 9.6 11.4 
Singapore (thousand) — 

Labour force wees 693.0 836.0 852.0 4.8 1.9 4.2 

Employment (N) . 651.0 803.0 813.0 5.4 1.2 45 

Manufacturing 132.9 234.2 218.1 15.2 —6.9 10.4 
Sources: Hong Kong: Half-yearly Economic Reports. 


India: Central Statistical Office, Monthly Abstract of Statistics. 


Malaysia: Third Malaysia Plan. 


Philippines: Bureau of Census and Statistics. 


Republic of Korea: Bank of Korea, Economics Statistics Yearbook. 


Singapore: Yearbooks of Statistics. 
* 1971 Census. 
» 1971-1975. 


Notes: 


© Employment in organized sector only. 


End of period. 


4 May figure, except 1975: February. Persons 10 years of age and above. 


after 1973. 


pansion of manufacturing absorb as much as half 
the increment total labour force during the first half 
of the 1970s. 


319. The main elements in the employment situation 
are quite clear. Labour force growth is rapid 
commonly more than 4 per cent per annum during 
1970-1973, reflecting rapid population growth after 
the Second World War and a consequently youthful 
age-structure of population. Manufacturing sectors 
in predominantly agrarian economies are relatively 
small, typically less than one-eighth of total em- 
ployment, and, even where manufacturing growth 
has been rapid, productivity has increased with the 
growth in total output and value added. Employ- 
ment growth has correspondingly lagged. Con- 
sequently manufacturing industry in the forms 
typically found in developing Asia gives faint hope 
of solving the growing employment problem in most 
countries of the region. 


320. Another indirect and admittedly rough measure 
of progress concerns the pattern of employment in 
the tertiary sector. With limited numbers of new 
urban workers becoming absorbed into the formal 


Includes enterprises employing ten or more workers. 


Changed coverage 


manufacturing sector in most developing countries, 
an increasing number seek employment in services, 
where generally labour-intensive activities can offer 
more rapidly growing opportunities, or in the urban 
informal sector, on the fringes of the tertiary and 
manufacturing sectors. Already, the informal 
sector has gained great significance as an absorber 
of urban labour; table 29 contains data for Calcutta, 
Jakarta and Kuala Lumpur which themselves under- 
state the sector’s size. On its own, this trend is 
ominous indeed, since informal activities constitute 
a twilight area between the gainfully employed (on 
a full-time wage basis) and those without employ- 
ment. It is certain that the numbers of those 
within the informal urban sectors of many ESCAP 
countries — a high proportion of whom are under- 
employed participants — as well as those without 
any occupation are steadily rising in number. 


321. Figures for the Philippine economy as a whole, 
of the changing size of the “informal” sector, during 
a 10-year period also confirm that, if not pro- 
portionately, the absolute size of the informal sector 
is growing in terms of numbers engaged. 
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322. Thus despite the clearly rising trend of em- 
ployment in the tertiary sector in many ESCAP 
countries, the rapid rate of increase of the urban 
labour force has ensured that urban unemployment 
rates are also on the increase, especially if a broad 
definition of unemployment is used. Figures of 
those without gainful employment, i.e., under- 
employed and unemployed, while hard to determine, 
appear to confirm this worsening trend in the ex- 
perience of individual cities. In 1974, it was 
estimated that more than 15 per cent of metropolitan 
Calcutta’s labour force was wholly unemployed in 
197135 which, even allowing for an increased female 


35H. Labell, Calcutta: Its Urban Development and Employment 
Prospects (Geneva, ILO, 1974). 


participation rate, represented a deterioration com- 
pared with the previous 1961 census. In Jakarta 
also, the 1961-1971 decade saw an increase in 
wholly unemployed males from 6.4 per cent to 10.8 
per cent, despite a reduction in their participation 
rate, and even these figures may be optimistic.*® 


323. In the rural sector, the pattern of income dis- 
tribution and the level of poverty are intimately in- 
terwoven with the degree of concentration in land 
ownership and of landlessness. The major indicators 
of the progress towards a more equitable access to 
productive means are the distribution of farms by 
types of tenures and by farm areas. 


36'§. Sethuraman, Jakarta: Urban Development and Employment 
(Geneva, ILO, 1976). 


Table 29. NUMBER AND PERCENTAGES OF EMPLOYEES BY SERVICE 
ACTIVITY IN THREE ASIAN CITIES, 1970/71 


(thousand) 


Calcutta: Urban 
(total population: 7.0 million) 
1. Service sector 
2. Non-service sector Sialta AERL 
3... Grand total of number employed 
Jakarta: Urban 
(total population: 4.5 million) 
1. Service sector 
2. Non-service sector tan 
3. Grand total of number employed 
Kuala Lumpur: District® 
(total population: 450,000) 
1. Service sector 
2. Non-service sector 6 Sats bh 
3. Grand total of number employed 


1971 


Informal 
sector’ Total P 
(thousand) ( tiaucae a) eit yah oe 

141.6 606.6 64,2 
134.4 339.1 35.8 
276.0 945.7 100.0 
1,080.5 79.9 
270.9 20.1 
1,351.4 100.0 
180.1] 65.0 
96.7 35.0 
276.8 100.0 


Sources: Calcutta: A. N. Bose, “The informal sector in the Calcutta metropolitan area” (WEP 
Research Working Paper, 1976) (mimeographed) ; 
Jakarta: Sensus Penduduk 1971 (Penduduk DKI Jakarta Raya); 
Kuala Lumpur: D. Solomon, “Urbanisation and employment in Kuala Lumpur" (WEP 
Research Working Paper, 1975) (mimeographed). 
Notes: * Comprising enterprises employing five or more workers. 
Comprising enterprises employing fewer than five workers. 


“1976, 


Table 30. PHILIPPINES: EMPLOYMENT DISTRIBUTION 
BY FORMAL AND INFORMAL SERVICES 
SUBSECTORS, 1961 AND 1971 
(in percentages) 


1961 1971 
Formal Informal Formal Informal 
Commerce 15.3 84.7 18.6 81.4 
Government, community, business, recreation . 94.3 a7; 93.7 6.3 
Personal services . 23.4 76.6 27.1 72.9 
Total 35.5 64.5 40.9 59.1 


Source: ILO, Sharing in Development: A Programme of Employment, Equity and Growth for 


the Philippines (Geneva, 1974). 
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Table 31. DISTRIBUTION OF FARMS BY TYPES OF TENURE IN 
SELECTED DEVELOPING ESCAP COUNTRIES 
(in percentages) 


Type of tenure 


Country Year Fully owned Partly owned- Tenant (cash Others® 
by operator partly rented and share crop) 

Bangladesh . . . . 1961 61.0 37.0 2.0 — 
1974 67.0 27.0 6.0 — 

India.3 cece west ie. 1960/61 76.8 15.5 7.7 — 
Indonesiaigs alae 1963 64.1 29.1 6.8 — 
1973 74.8 22.0 3.2 — 

Pakistan)-.\ 0 ne toe 1963 47.8 15.3 36.8 _ 
1972 42.0 24.0 34.0 _ 

Philippines . . . . 1960 44.7 14.4 39.9 1.1 
: 1970 58.0 11.4 29.0 LW 

Republic of Korea. 1965 E35 19.6 7.0 —_ 
1970 64.6 22.5 9.4 3.5 

Sri Lanka oe Bice hel ke 1947 67.0 —_ 33.0 —— 
1971 64.1 3.4 28.7 3.7 


Sources: T. Onchan and L. Paulino, “Rural poverty, income distribution and employment in 
developing Asian countries: review of past decade” (Bangkok, Kasetsart University, 
January 1977) (mimeo.)}; M. Alamgir, “Some aspects of Bangladesh agriculture: review 
of performance and evaluation of policies’, The Bangladesh Development Studies, 
vol. 3, No. 3, July 1975, pp. 261-300; Asian Productivity Organization, Expert Group 
Meeting on Agricultural Mechanization, vol. 11 (Tokyo, October 1968), p. 27; ADB, 
Agricultural Profile — Sri Lanka (based on farm survey for paddy farms only); 1962 
Census of India Household Schedule B-XI; Census of Agriculture, Indonesia, 1963- 
1973; Census of the Philippines, 1960; Pakistan Trends and Development Prospects 
Report No. 1028-PAK (1 March 1976); ADB, Pakistan: Special Agricultural Sector 
Review (5 vols.) ; FAO, Pakistan: Land Reform: Land Resettlement and Co-operatives 
(1974), No. 1/2. 


Note: "Includes types of tenure not classified elsewhere. 
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B. INTERRELATION BETWEEN ECONOMIC 
AND SOCIAL ASPECTS OF INEQUALITY 


324. Most of the dimensions of inequality highlight- 
ed so far have a predominantly economic character. 
However, economic inequality becomes intimately 
interrelated with other aspects of social inequality 
and this interaction produces a socio-economic pat- 
tern which exhibits extremely pronounced charac- 
teristics of inegalitarianism contradicting fundamen- 
tal values of human dignity and justice. 


325. Nevertheless, when one tries to discern the 
specific ways in which these interactions are likely 
to take place, the existing body of knowledge in 
the field of social sciences appears to be meagre 
indeed. There have been numerous individual case 
studies and field investigations on particular aspects 
of this interaction. These have been highly illu- 
minating in several ways,37 but the broad general 
pattern, if there is any, is yet to emerge to allow 
cohesive analysis. 


326. A fundamental difficulty facing any investiga- 
tor trying to discern such a general pattern is the 
historical specificity of the broad socio-economic en- 
vironment in which such interactions take place. At 
this stage, one could profitably distinguish between 
interactions that are largely induced by the price- 
mechanism in a market-oriented economy and other 
types of interactions that are relatively independent 
of the price-mechanism and the market system.%® 
Cohesive analysis becomes extremely difficult, since 
these developing economies combine in themselves 
disparate features from different stages of history: 
some of their more remote areas still have features 
typically associated with pre-capitalist production 
relations, while there is also the modern State with 
its deliberate public policy;39 in between lies a con- 
siderable zone of price-mechanism and the market 
system. It is the juxtaposition of such characteris- 
tics within many developing mixed economies of the 
ESCAP region which makes it especially difficult to 
study the interaction between economic and social 
factors. 


327. In spite of such difficulties, the accumulating 
f data and review of past experience are beginning 
to throw up patterns which seem worthy of further 
investigation. It is proposed to consider here three 


°7 One interesting detailed study somewhat along this line is, 
Poverty, Employment and Development Policy (United Nations 
publication, Sales No. E.75.IV.II) relating to Kerala in India. 

®8 Shigeru Ishikawa, “Peasant families and the agrarian commu- 
nity in the process of economic development” in Reynolds (ed.), 
Agriculture in Development Theory (New Haven, Yale University 
Press, 1975). 

89 .R. Hicks, A Theory of Economic History (Oxford, Clarendon 
Press, 1969) where he uses the terms “customary economy” and 
“command economy”. 


distinct relationships. They have been chosen main- 
ly because they seem to have fairly wide validity 
across developing ESCAP countries, as well as re- 
presenting a sufficiently wide range of disparate 
phenomena illustrating the complexity of the inter- 
play of social and economic factors. These three 
chosen relationships in the present context are: 


(a) Observed inverse relationships between 
per capita income or consumption and average 
family size; 


(b) Positive association between the level of 
education and the level of personal earnings; 


(c) An imbalance in the city-country migration, 
characterized by significant net inflow towards the 
big cities. 


1. Average family size and per capita income 
or consumption 


328. Analysis of data from several countries in the 
ESCAP region seems to suggest an inverse relation 
between per capita income and average family size. 
Thus, analysis of the National Sample Survey data 
for 1960/61 on private consumption expenditure in 
India, led the investigators to the following conclu- 
sion: “The average size of household in the poorest 
10 per cent of the rural population is 5.87. As we 
move through the successive 10 per cent sections 
of the population with increasing per capita con- 
sumer expenditure, the average size of households 
steadily decline until for the richest 5 per cent of 
the population, it is as low as 3.78. The pheno- 
menon is even more marked in the urban area. 
Here, in the poorest 10 per cent of the population, 
the size of the household, is as large as 6.09. It 
declines steadily and rapidly as we move to the 
better sections until for the richest 5 per cent of the 
population, the size of households is as small as 
2.25.”49 Similarly, in Thailand, a socio-economic 
survey conducted in 1968/69 seems to reveal a very 
similar tendency of decline in average per capita 
income with increasing household size (see table 
33).41 


4°.V.M. Dandekar and N. Rath, “Poverty in India: I — dimen- 
sions and trends”, Economic and Political Weekly, vol. 6, 1971, pp. 
32-33. As the authors pointed out, a larger family size does not 
necessarily entail a larger number of dependents per earner, since 
a larger household may also have more earners, as in many joint 
families in India. Consequently, mere large size is not a sufficient 
cause for lowering of per capita consumption. Hence, a large 
household with low per capita consumption, may generally be taken 
to imply more dependents per earner. In this sense, per capita 
consumption is the relevant “normalization procedure” to be adopt- 
ed here. 

41 R.M. Sundrum, “Development and equality: elements of a 
disaggregated analysis’’ (mimeo.) (Canberra, Australian National 
University, The Research School of Pacific Studies). The author 
is careful to point out that “the results of classifying households 
by income and finding their average family-size, may differ from 
the results of classifying households by family size and finding 
their average income”. 
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Table 33. THAILAND: -HOUSEHOLD SIZE AND 
per capita INCOME 


Per capita income 


Household size (in baht) 


Urban Rural 
tee OR eT 9,372 5,068 
Pees) 7,892 2,479 
GeS>). iene ee 6 Sane 5,534 1,648 
OV gts 4,695 1,318 
ius Pag k= eee ae Nae 4,004 1,181 


Source: Data from Socio-economic Survey of Thailand, B.E. 
2511-12 (1968-1969) as analysed and presented by 
R. M. Sundrum in his study, ‘Development and equa- 
lity: elements of a disaggregated analysis” (mimeo.) 
(Canberra, Australian National University, The Re- 
search School of Pacific Studies). 


More empirical investigations are needed in the 
area of costs and benefits of family size, as in other 
areas of study of fertility trends. Available evidence 
suggests an inverse relation between family size and 
per capita consumption or income, at least on a 
cross-section analysis. Whether such cross-section 
data can be used to approximate time-series beha- 
viour is conceptually a more difficult question to 
answer. 


329. Economic rationality is a significant though not 
the only factor in an individual family’s decision 
regarding family size.42 In the context of develop- 
ing countries of Asia, having male children is con- 
sidered the only viable form of insurance in old age 
in poor families. The need to compensate for higher 
child mortality rates and the specific economic rea- 
son of having sons further contribute to the tendency 
of having larger families in lower income groups. 
In the families dependent on agriculture, the addi- 
tional value of labour provided by children not only 
exceeds the cost of rearing children but also the 
wages for such labour provided by outsiders.4? In 
general, the only significant asset the poor house- 
holds have in the rural sector is their manpower; a 
socio-economic survey of six villages in India pro- 
vides evidence that poor households utilize their 
manpower intensively, resulting in greater produc- 
tivity per unit of whatever limited material resources 


42 For a survey of the literature see Harvey Leibenstein, “An 
interpretation of the economic theory of fertility: promising paths 
or blind alley”, Journal of Economic Literature, June 1974. 


48 Mahmood Mamdani, The Myth of Population Control, Family, 
Caste and Class in an Indian Village (New York, Monthly Review 
Press, 1974). Also child employment persists in varying degrees 
in unorganized industries. Government of India, Ministry of 
Labour, Employment and Rehabilitation, Report of the National 
Commission on Labour, 1969, p. 386. 


are available to them.‘4 Thus in developing countries 
in Asia the attitude to desirable family size will be 
largely determined by the balance between the 
human labour and the means of production avail- 
able to the family. At low income levels the moti- 
vation to limit the family size may not be sufficient 
to attain the nationally desired reduction in fertility 
levels. A significant impact on fertility, particularly 
among the rural poor, might require a more egali- 
tarian distribution of income and productive assets 
in the process of growth. Here is an important con- 
sideration in family planning policies.‘ 


2. Education and earning 


330. In any discussion of economic growth with 
social justice, the usually observed positive relation 
between the level of education and the level of per- 
sonal earnings‘® needs to be interpreted with con- 
siderable caution. That there exists, by and large, 
such a relationship seems to be fairly well-established 
and the numerous calculations of “personal and 
social rates of return” for several ESCAP countries 
and elsewhere is a pointer to this.47_ Moreover, this 
positive association has a near-universal character, 
as table 34 shows. 


44.M.V. Madkarni, “Report on the socio-economic survey of vil- 
lages under the command area of the Jayakwadi Irrigation Project, 
1974-75” (unpublished). 


45 G. Rangaragan and J.K. Satia, “Population policy and redis- 
tribution of income”, Economic and Political Weekly, vol. XI, 
Nos. 31-33, 1976. 


46 Other relevant factors remaining roughly the same. 


47 For Philippines, see ILO, Sharing in Development: A Pro- 
gramme of Employment Equity and Growth for the Philippines 
(Geneva, 1974), chap. VIII. For Thailand, see M. Blaug, The 
Rate of Return to Investment in Education in Thailand (Bangkok, 
National Education Council, 1973), pp. 5.5 and 5.8. For Singa- 
pore, see D.H. Clark, P.E. Fong, ‘Returns to schooling and train- 
ing in Singapore”, Malayan Economic Review, vol. XV, No. 2, 
October 1970. 


A summary of this aspect of the problem of education in ESCAP 
region is provided in “Education and employment”, ECAFE Growth 
Studies Series No. 11 (Reprinted from Economic Survey of Asia 
and the Far East, 1973), chap. 1V. A short table is provided be- 
low, compressing and recomputing for summary purposes some 
of the information frem the sources mentioned above: 


Social rate of return Private rate of return 
(percentage) (percentage) 
Level of cducation Te 
Philip- Philip- 
Thailand  pines® Thailand  pines® 


Primary over none. . . 17 6.4 24 8.5 
Middle/secondary over primary 10 5.0 11 5.0 
College over middle .  .. 9 6.5 11 Tes) 


* For differences in educational structure, the figures relating to 
Philippines are averages suitably computed to make them 
correspond to classification adopted in Thailand. 
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Table 34. RATIO OF AVERAGE ANNUAL EARNINGS 
BY EDUCATIONAL LEVEL 


Primary/ Secondary/ Higher/ 


Group of countries none primary secondary 
Group A (United States of America, 
Canada, United Kingdom, Nether- 
lands, France, Norway) . . . 1.4 1.7 
Group B (Israel, Greece, Mexico, 
Chile, {Golombia)\s) sas ws 2.4 1.9 1.8 


Group C (Malaysia, Philippines, India, 
Republic of Korea, Kenya, Uganda, 
Nigeria) Eye eh pe sd: pieces See 


Source: G. Psacharapoulos, Returns to Education (Amsterdam, 
Elsevier, 1972), table 8.4. 


331. One probable inference based on table 34 is 
the relatively higher premium associated with higher 
levels of education as one goes down the spectrum 
from the developed to the developing market-orient- 
ed economies. 


332. In view of this type of evidence, it is hardly 
surprising that there has always been a strong ten- 
dency on the part of many planners concerned with 
greater socio-economic equality to look upon educa- 
tion as the great equalizer, without questioning more 
fundamental relations and institutions. Such a posi- 
tion can be sustainable if the level of education 
exerts a dominant influence on the earning ability 
and the occupational status of the individual quite 
irrespective of the economic and social class back- 
ground of an individual. Basically, the whole class 
of theories calculating the private or social rate of 
return on human capital by well-known marginal 
productivity analysis has an underlying premise: 
level of education is positively correlated with the 
level of earnings, because of higher productivity 
associated with the higher level of education em- 
bodied in the form of human capital.48 However, 
growing statistical evidence and more refined analysis 
are showing that class and status privilege may have 
a far greater influence on earning ability than is 
often granted in the “human capital” approach.*® 


48 For eloquent assertions of this position, see J. Mincer, “Invest- 
ment in human capital and personal income distribution”, Journal 
of Political Economy, vol. 66, August 1958; Gary S. Baker, Human 
Capital: A Theoretical and Empirical Analysis with Special Refer- 
ence to Education (New York, NEER, 1964) and Theordore W. 
Schultz, “Investment in poor people”, Seminar on Manpower 
Policy and Programs, Office of Manpower Policy Evaluation Re- 
search (Washington D.C., Department of Labour, 1966). 

49 For an econometric piece of work along this line with Ameri- 
can data, see Samuel Bowles, “Schooling and inequality from 
generation to generation”, Journal of Political Economy, vol. 80, 
No. 3 (supplement), May-June 1972, where he uses data from 
Duncan, Featherman and Duncan, “Socio-Project No. S-0074(EO- 
191)” (Washington D.C., Department of Health, Education and 
Welfare); Fishlow, “Income distribution and human capital: some 
further results for Brazil” in M. Parkin and A.R. Nobay (eds.), 
Contemporary issues in Economics (Proceedings of a conference of 
the Association of University Teachers in Economics) (Manchester 
University Press, 1975). 


333. A somewhat modified version of the “human 
capital” approach is the more recent theory of 
“search and screening”, where schooling is funda- 
mentally looked upon as device to search out talents 
and higher education operates as a filter-to screen 
out the more talented from the less.5° A higher 
level of educational attainment may then easily be 
linked to higher earning, through greater talent 
presumably leading to higher productivity, if not 
directly through investment in “human capital”. As 
has been pointed out, the theory is difficult to test 
econometrically and evidence exists to indicate that 
this too may not be a very relevant factor for link- 
ing education to earnings.®! 


334. Thus, there are two views with several varia- 
tions within each. The first view attaches causal 
significance to the positive association between edu- 
cational level and earning, by postulating that 
higher education leads to greater productivity and 
greater earnings either through the “human capital” 
approach or through the “screening and searching” 
hypothesis. In contrast, the other view looks upon 
the positive association between level of education 
and level of earnings as largely a statistical artifact, 
which in turn stems from the fact that there exists 
an undeniable positive correlation between economic 
and social class background and the level of school- 
ing of individuals. 


335. Further, in a market-based economy the type 
of education obtained is frequently influenced by the 
ability to pay for the kind of education, quite apart 
from more intangible advantages associated with 
coming from a well-off, professional as compared 
to an illiterate, peasant background. 


336. Table 35 shows the great influence of such 
economic background in absolute as well as in pro- 
portional terms in the Philippines. This, taken in 
conjunction with the earlier inverse relationship 
between per capita income and family size, tends to 
indicate that per student private expenditure pro- 
bably varies still more sharply among income groups 
than is indicated even by table 35. 


337. The most pervasive dilemma of contemporary 
education in developing countries in the region is 
the difficulty of reconciling the role of education as 
the vehicle of equalization with the other important 
objectives of education to impart competence and 
foster excellence.. The bias of the current educa- 
tional system in favour of the well-to-do is intimate- 


5°K. Arrow, “Higher education as a filter”, Journal of Public 
Economics, vol. 2, No. 3, July 1973. 

51 Richard Layard and George Psacharapoulos, “The screening 
hypothesis and the return to education”, Journal of Political 
Economy, vol. 82, No. 5, September/October, 1974. 
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ly bound up with the prevailing systems of financing 
education. Changes in educational financing are 
likely to have far-reaching repercussions, given the 
Sheer size which educational systems have now 
reached in most countries. Last, but not least, are 
the crucial political pressures and power positions 
which act to maintain the elitist, inegalitarian strain 
of educational systems. The educational planner, 
himself part of the political machinery of govern- 
ment decision-making, cannot ignore these pressures. 


Table 35. PHILIPPINES: DISTRIBUTION OF FAMILIES 
BY INCOME AND EDUCATIONAL EXPENDITURE 


(in pesos) 
Per cent of total 
cee felt amountSpendinre o 
education 

RCLO MOD aang ice fest) ates ile 4 1.4 
10,4 Se)! eae nm eR 14 1.8 
1,000’ — 1,499 fe. 26 Pd 
SOO 1999 i UL 35 2.0 
2,000 — 2,499, J won. 56 2:5 
ZUG LIIT 83 3.0 
SOOO = =15, 999 151 4.3 
4000— 4,999 . . ... 225 5.0 
23000, —— 5,999 i a 319 5.8 
6,000, — "73999 343 4.9 
$;000(—" 9,999 folie 486 5.4 
10,000 + RRR MER EET ES | (ie _ 5.5 


Source: Computed from BCS, Saroey of Household Bulletin: 
Family Income Expenditures, 1965, Scries No. 22. 


338. In such a context the planners have three op- 
tions in acting to reduce existing disparities. The 
first would be to continue on the present course 
while concentrating on expansion of facilities. The 
second option would be to maintain the existing 
system but to introduce in it elements of “positive 
discrimination” in favour of the poor. The third 
option is more radical and would call for the con- 
struction of a new egalitarian educational system 
differentiated according to local environments and 
conditions, with re-entry at all stages and access 
determined by socially determined criteria. The 
choice will ultimately be determined by  socio- 
economic philosophy in each country. 


3. Rural-urban imbalance 


339. The third major socio-economic aspect of in- 
equality is the typical relation between the city and 
the countryside in most developing mixed economies 
of the ESCAP region. It has its associated dimen- 
sions like income and disparities in distribution of 
social and economic overheads. unevenness in actual 
or even expected employment opportunities causing 
interregional or rural-urban migration on a signifi- 


cant scale and pattern of industrial location. This 


particular aspect of equality is operationally impor- 
tant for most countries in the ESCAP region for 


at least two important reasons: first, given the pre- 
dominantly agricultural character of many of these 
economies, the urban-rural balance in the course of 
economic development deserves prior consideration. 
if many of the socio-economic problems associated 
with unplanned “urbanization” are to be avoided. 
Secondly, the pattern of industrialization in almost 
all its relevant aspects —e.g., nature of technology 
used, types of goods produced, geographical pat- 
tern of employment opportunities created, the quali- 
ty of life of the vast majority of peasantry and of 
urban workers and white-collar city-dwellers — will 
tend to be deeply influenced by the type of rela- 
tionship that gradually emerges between the city 
and the countryside. 


340. While it is difficult to present in a short review 
a systematic characterization of all the important 
aspects of spatial disequilibrium,®2 there can be little 
doubt that there has been acceleration in the process 
of urbanization. Urbanization is part of the process 
of modernization. However, the rate of urbaniza- 
tion in most developing countries is out of phase 
with the process of development. 


341. It has been argued that the process of urbaniza- 
tion as it is occurring in the developing countries is 
different from that which occurred in the historical 
experience of the developed countries. In the 
developed countries, urbanization was a response to 
a rapid rate of industrialization which provided 
employment opportunities for a rapidly growing 
urban labour force. In the developing countries, 
urbanization appears to be proceeding faster than 
the growth of employment opportunities in urban 
areas and straining the economic and social infra- 
structural facilities available in these areas. 


342. While the manufacturing sector provided a con- 
siderable amount of employment in the urban areas 
of the developed countries, this has not been the 
case generally in the less developed countries. In 
these countries, a large part of the urban labour 
force is engaged in trade and service occupations. 
The employment in these occupations expanded 
rapidly after each country attained its independence 
and set up its national government but after a time 
this expansion slowed down. The growth of em- 
ployment opportunities beyond this point depends 
heavily on the concomitant growth of the manu- 
facturing sector, which has not occurred in most 
countries. While the proportion of the labour force 


52 A “regular” low-level factory-job with social security could 
provide three to five times the annual actual earning of an agricultural 
worker in India, taking into account the actual number of days for 
which the latter finds employment. This tentative calculation is 
partly based on information proyided in The Gazetteer of India, vol. 1 
(Economic Structure and Activities), chap. XVI, Ministry of Educa- 
tion and Welfare (Government of India, March 1975). 
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in urban areas engaged in manufacturing was as 
high as 28 per cent in India, it was only 10 per 
cent in a country such as Indonesia. 


343. This raises the question of what are the forces 
which have induced a high rate of rural-urban migra- 
tion, the main factor behind the rapid rate of 
urbanization. Formerly, the reasons for such move- 
ment were classified according to whether it was the 
result of a “pull” factor, i.e. the attraction of job 
or income opportunities in urban areas or the result 
of a “push” factor, ie. due to economic distress of 
the migrants in their places of origin in the rural 
areas. In particular, great weight was given to such 
factors as the attraction of “city lights”, ie. the 
greater amenities of urban life apart from the 
economic factors. 


344. Recently, however, according to a model put 
forward by Michael Todaro,*? the explanation of 
such movements has been sought in terms of the 
income-differential of migrants between urban and 
rural areas, which provides a synthesis of the pull 
and push factors. Further, it has been argued that 
such migration depends not on the differential be- 
tween incomes of persons actually employed in the 
two areas, but on the expected value of such a 
differential, taking account of the probability of 
migrants remaining unemployed for various periods 
of time. This model was originally developed to 
explain rural-urban migration in East Africa, but 
seems applicable to a great extent in many Asian 
and other developing countries as well. 


345. Todaro’s model can explain many features of 
rural-urban migration which have been noted. One 
feature is that such migration takes place even when 
there is substantial unemployment in urban areas; 
although the existence of such unemployment re- 
duces the probability of new migrants finding em- 
ployment in urban areas, the differential in earnings 
once they find employment can be sufficiently high 
to encourage migration. Another feature of rural- 
urban migration explained by the model is the high 
proportion of young educated persons involved in 
such migration, because it is for this group of 
workers that the expected differential in earnings 
is particularly high. An important consequence for 
policy is that, if the factors underlying rural-urban 
migration are as analysed in this model, attempts 
to relieve unemployment in urban areas will be 
annulled by the consequent increase in expected 
differentials and the inducement to further rural- 
urban migration. A more effective policy approach 
to the relief of urban unemployment would be to 


53 MP. Todaro, “A model of labour migration and urban un- 
employment’, American Economic Review, March 1969. 


raise agricultural productivity and rural incomes and 
to reduce rural-urban migration by lowering the 
anticipated income differentials. 


346. Another important feature of the process of ur- 
banization has been the increasingly important role 
that large cities have been playing in the process in 
some countries. Thus, in India, cities in this class, 
which accounted for about 55 per cent of the urban 
population in 1971 claimed as much as 70 to 75 
per cent of the increase in urban population in the 
two preceding decades. In fact, there was a substan- 
tial increase in the share of the smaller towns. 
Chatterjee has concluded that the persistent decline 
in the importance of small towns is an indication 
of the deterioration of economic conditions of small 
towns and the consequent movement of population 
towards big cities in search of better economic op- 
portunities.54 This tendency seems to have operated 
in other countries as well, with adverse consequences 
on development. 


347. Small towns widely distributed all over the 
country can play a useful role in promoting develop- 
ment of their rural hinterlands by providing market- 
ing and other facilities and as centres for commu- 
nication of new ideas.55 The promotion of small 
towns will therefore have beneficial effects on agri- 
cultural and rural development, and will at the 
same time serve to moderate the excessive flow of 
migration to the already congested big cities. 


348. Although economic factors have been found to 
play an important role in rural-urban migration, 
there is often a great deal of miscalculation on the 
part of migrants about the relative economic ad- 
vantages to themselves of rural and urban life.5¢ 
While cash incomes to some members of the family, 
especially the men, may be higher in the cities, other 
members of the family, especially women, lose many 
opportunities of earning incomes in kind and by 
self-employment in their rural homes; also, many 
goods and services, which were available cheaply 
in rural areas, have to be bought for money in 
urban areas. In many cases, this leads to a con- 
siderable flow of return migration from urban areas. 
This has been found to be particularly significant in 
countries such as Papua New Guinea.®? 


54 A. Chatterjee, “Some implications of the future trend of ur- 
banization” in A. Bose, et al. (ed.), Population in India’s Develop- 
ment 1947-2000 (Delhi, Vikas Publishing House, 1970), p. 277. 

55 F.A.J. Johnson, The Organization of Space in Developing 
Countries (Cambridge, Mass., Harvard University Press, 1970). 

56 Esther Boserup, op. cit. 

57 See, e.g., N.D. Oram, “Cultural change, economic develop- 
ment and migration among the Hula”, Oceania, June 1967; G.T. 
Harris, “Labour supply from primitive areas: A case study from 
the Southern Highlands of Papua”, La Trobe University Economics 
Discussion Paper, No. 36, 1971; and M.E. Salisbury and R.F. 
Salisbury, “Siane migrant workers in Port Moresby”, The Industrial 
Review (Papua New Guinea Department of Labour and Industry, 


April 1970). 
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C. RELATION BETWEEN ECONOMIC 
GROWTH AND SOCIAL JUSTICE 


1. Conceptual framework 


349. The socio-economic process of growth, as in- 
dicated by summary measures of inequality given 
in section A of this chapter, is markedly inegali- 
tarian in most developing countries of the region. 
An appraisal at the national level of the socio- 
economic targets and instruments in development 
plans and their implementation is beyond the scope 
of this Survey. However, there are common charac- 
teristics of the inegalitarian development processes 
in many developing countries of the region which 
suggest a conceptual framework for development 
strategies which will lead to growth with social 
justice. Such a broad conceptual framework is also 
capable of modification to suit the requirements of 
individual countries, as will be seen in what follows. 
Central to this framework is the concept of produc- 
tive consumption which establishes a direct link 
between production and consumption activities in a 
developing economy. 


350. It is somewhat difficult to accommodate the 
idea of productive consumption in the conventional 
national income accounting procedure, for one is 
used to look upon “consumption” and “investment” 
as two mutually exclusive expenditure categories. 
Yet it is indeed obvious, particularly in the context 
of a poor developing country, that there are a 
whole range of important expenditure items which 
share common characteristics of consumption as 
well as investment and thus, do not belong exclu- 
sively to only one expenditure category. So as to 
elaborate this with concrete examples relevant to 
the discussion here, consider the question of pre- 
ventive sanitary services in villages, primary educa- 
tion or basic nutrition. Are they consumption or 
investment items? Do they contribute to economic 
growth or do they take away resources which could 
otherwise be used to expand the material production 
base of the economy? It will be seen that this is 
a somewhat wrong way of formulating the question 
because one is wrongly using mutually exclusive 
categories like “consumption” and “investment”. As 
a matter of fact, the two concepts overlap and it is 
precisely this degree of overlap which is so signi- 
ficant in productive consumption.®® 

58 From the point of view of the idea of productive consump- 
tion it is instructive to consider a major defect of the so-called 
“human capital” approach (to education etc.) which overemphasizes 
the investment aspect; in such an approach attention is concentrated 
on rate of return on “human investment”, the short and longer 
run allocation between investment in “human beings” and invest- 
ment in material production etc. This, in turn, does not allow 
such an approach, for example, to make a qualitative distinction 
between education indispensable for increasing, say, agricultural 
production as compared to overproduction of arts graduates or 
hospitals to treat wealthy neurotics as compared to sanitation pro- 
grammes for villages. Productive consumption is an integral part 


of production processes for social justice and to equate it with 
“human investment” is to misunderstand that concept. 


351. The treatment of consumption and investment 
as mutually exclusive categories has contributed in 
turn to the idea of economic growth and social 
justice as being competing goals in a poor develop- 
ing economy. It is perhaps more useful to look 
upon a certain critical minimum quantum of pro- 
ductive consumption as strictly complementary to an 
investment programme, without which the desired 
economic result of investment cannot materialize. 
Operationally, this means that provision for a critical 
minimum of productive consumption has to be 
integrated into any conventional investment plan 
itself. It is a necessary task to work out the com- 
ponents of such a critical minimum of health and 
nutrition, education and shelter, bearing in mind that 
the shortage of any one below the critical minimum 
will affect the efficiency of other components; this 
is a challenge to the theorists and practitioners of 
development planning. 


352. The idea that economic growth and social jus- 
tice need not be in fundamental conflict in the con- 
text of a poor developing economy requires more 
exact specification. This could probably be done 
more convincingly in terms of the stylized argument 
of a model which is intended to capture some of 
the vital interconnexions in a highly schematized 
form. In view of the complexities involved and the 
frequency at which this issue is raised a certain 
degree of pedagogic exposition is necessary. 


353. Consider, for example, an economy with three 
sectors, each “vertically integrated” to produce a 
final good only: sector I produces investment goods, 
sector II produces essential goods (assumed to be 
a “composite commodity”) for productive consump- 
tion, while sector III produces luxury consumption. 
The model assumes that the total value added of 
a sector can be broadly broken up between profits 
and wages, abstracting from the problem various 
forms of rent and income of the self-employed which 
is so typical of peasant agriculture and unorganized 
industry. For simplicity, foreign trade and econo- 
mic activities by the government, are at this stage 
omitted from the model. An understanding of the 
workings of a model of this type in the presence 
of substantial unemployment will help clarify the 
relation between economic growth and social justice 
under several alternative situations and assumptions. 


354. If only wages are spent on essentials and sav- 
ings out of wages are quantitatively insignificant, 
then it is evident that the wage-bill of the economy 
in real terms equals the output of sector II, produc- 
ing essential goods. In an economy, characterized 
as above, unemployment and wastage of correspond- 
ing growth potential can arise on three distinct counts. 


76 Biennial Review and Appraisal of the International Development Strategy 


355. One such case is where there may be insufficient 
effective demand in the normal Keynesian sense. An 
expansion of the investment sector by drawing in 
more labour will generate through the usual mul- 
tiplier process expansion of demand for additional 
essential goods as well as luxury goods. Then 
growth can combine with expansion of employment 
all round, even with rising luxury consumption, at 
least in the short period, in this most typical Key- 
nesian case. In this case, a rising wage bill or even 
real wage rate (within limits) allowing for greater 
productive consumption does not come into conflict 
with growth generated by greater employment in 
investment sector. 


356. There may be more or less full capacity utili- 
zation in each sector of the economy. In some 
sense, this approximates the neo-classical case in 
which lack of sufficient production capacity, gen- 
erally described as shortage of “capital”, is held as 
the effective constraint on the employment level. If 
the capacity is specific to each sector and capital 
goods are not flexible in use, at least in the short 
run, both the composition of output as well as the 
distribution of labour among sectors in the short 
run are predetermined by the given pattern of sec- 
toral capacity. However, over the longer run, the 
greater the expansion of the investment sector, the 
easier it will be to remove this constraint on capacity 
and utilize labour more fully. This is the argument 
in accordance with the Feldman-Mahalanobis type 
of theoretical schematization. 


357. But the rate of expansion of the investment sec- 
tor will require additional employment and the cor- 
responding increment in wage bill, which can be met 
in three distinct ways (even in the absence of inter- 
national trade): (a) by cutting down the existing 
production and employment in luxury consumption 
sector and releasing wage goods for the investment 
sector’s employment expansion, (b) by making a 
corresponding plan of simultaneous growth of essen- 
tial consumption sector and (c) by allowing the real 
wage rate per worker to fall over time. The first 
alternative, if implemented, combines growth with 
social justice. The second alternative achieves a 
lower growth with social justice while the third 
alternative is marked by higher growth or forced 
accumulation at the cost of lower standard of living 
for the working class. It is only in the case of full- 
capacity utilization, that there may amse some con- 
flict between economic growth and social justice in 
the long run, but that too only if luxury consump- 
tion is not reduced to negligible size. But if this is 
done, the conflict between growth and social justice 
is non-existent even in this case. 


358. Perhaps the most relevant case is where the 
main barrier to greater employment is lack of essen- 


tial goods produced by sector II. It is circulating 
capital needed as “wage-fund” (as classical econom- 
ists termed it) for productive consumption (as re- 
interpreted here), rather than lack of “fixed capital” 
in the form of industrial capacity discussed in the 
previous case, which seems the most effective con- 
straint on the size of a development plan. Here 
more labour can be absorbed by the investment 
sector either because it has excess capacity or be- 
cause “bare-handed” labour can be used produc- 
tively to some extent at least; but lack of wage- 
goods with an irreducible real wage rate sets the 
limit to employment. A development strategy in 
this particular context has to consider quite serious- 
ly the possibility of redistribution of consumption 
between the already employed and the unemployed.®® 
Thus the given volume of essential consumption 
goods can be distributed-among a larger number 
of employed persons through a powerful public 
distribution system. This is a very effective method 
of achieving full-employment in a short time which 
may involve a fall in the real wage rate per worker 
but a rise in per family consumption for those 
families in which more members now find employ- 
ment. But even this reduction in real wage rate 
per worker is not automatic, if an offensive against 
luxury consumption goods production can release 
enough wage goods in the short run. There will 
however also be a corresponding shrinkage of em- 
ployment in that sector. This is also a policy of 
economic growth with social justice: higher growth 
is achieved through expansion of productive employ- 
ment in the investment sector while social justice 
takes the form of cutting down luxury consumption 
and redistribution of essential goods in favour of 
the least privileged unemployed section of the popu- 
lation against the more privileged employed popula- 
tion. Over the longer run the expanded capacity of 
the investment sector can be utilized to expand the 
capacity of the essential consurnption goods sector 
itself. In this case of wage goods constraint, there 
is again no conflict between economic growth and 
social justice either in the short or in the long run. 


359. Even the stylized discussion above of the condi- 
tions where growth and social justice need not con- 
flict indicates the various ways in which developing 
countries can approach the problem. Developing 
countries which are strongly trade-oriented may pre- 
fer to forego the simultaneous pursuit of growth and 
social justice by increasing basic goods production 
and employment, by choosing to import them. In 
countries which intend to pursue growth with social 
justice through fuller utilization of its human and 
material resources, the difficulties of mobilizing such 


5® See, R.F. Kahn, “The size of the plan”, in Selected Essays on 
Employment and Growth (Cambridge, Cambridge University Press, 
1972). 


Ill. Growth with social justice 


77 


resources within a short period might require the 
distribution of available wage goods through a 
public distribution system; others might be content 
to leave the distribution of wage goods to the free 
working of the market forces even in the presence 
of unequal distribution of income. There may be 
difficulties in switching production from luxury to 
consumption goods; in fact it may be the policy in 
some developing countries to encourage the produc- 
tion of luxury goods and maintain their output 
through income distribution policies favouring in 
effect the well-to-do. However, it will be true to 
say that to the extent that a socio-economic system 
provides luxury consumption before productive con- 
sumption is ensured to all, it fails in the pursuit 
of growth with social justice. 


2. Operational significance 


360. The trend of the argument so far has simply 
been to show that, particularly in societies with very 
unequal income and wealth distribution, a vast 
potential source for surplus exists once the focus of 
development is directed towards the distribution 
between productive and unproductive consumption, 
rather than between consumption and investment. 
But two questions of operational significance arise 
as soon as one tries to concretize this broad idea 
in greater detail. First, what are the major com- 
ponents of productive consumption and how do they 
relate to each other? Secondly, in what way can 
the whole structure of productive consumption act 
as the engine of development? 


361. The answer to the first question is to an extent 
historically specific and can differ among the indi- 
vidual developing countries of the ESCAP region. 
But there can be little doubt that in most of the 
developing mixed economies of the region, mass 
poverty on an extensive scale makes the basic nature 
of the answer quite clear: a minimum standard of 
living for everybody in terms of food, clothing and 
housing, basic medical and educational facilities and 
old-age security, must be provided. The norm and 
level of this minimum will differ from country to 
country even within this region, depending on vari- 
ous socio-economic, cultural and climatic factors. 
Also, the present level of economic development of 
these countries will determine, at least in the very 
short run, how much capacity they really have for 
providing these basic attributes of human existence 
for everybody. 


362. However, this is only looking at it from the 
side of requirement or consumption. The funda- 
mental concept is productive consumption, so that, 
in return to this minimum standard of life which the 
society provides for its members, they must also be 


able to contribute to the societal development; in 
other words, everybody must have a job and a right 
to perform labour towards achievement of social 
justice. This is where the crucial difference, between 
productive consumption as the central concept in 
development and the more usual reformist attitude 
of redistributing and “doling out” benefits to the 
poor, exists. This latter liberal-humanitarian ap- 
proach of giving something to the poor through 
redistribution fails because it fails to complement 
consumption requirements with the production pos- 
sibilities of each member of society and when tried, 
very often ends up with massive foreign assistance 
to maintain the consumption requirements only. 
Evidently, this sort of process cannot be self-sustain- 
ing because it is no more than a “relief operation” 
for the poor; it also goes fundamentally against the 
whole concept of human dignity, for everybody has 
the right not only to receive but also to give to 
society. The crucial test for any socio-economic 
organization is to be able to use “productive con- 
sumption” as a double-edged weapon, of giving as 
well as receiving from all members of the society, 
to cut through the hopelessness of mass poverty and 
dependence to a future of sustained, self-reliant 
growth. 


363. Once this double-sided nature of the structure 
of productive consumption is understood, its impact 
on the process of development becomes more ap- 
parent. It is capable of generating a process of 
mass participation in development by mobilizing the 
overwhelming majority. Each member and group 
among the less privileged in the society can see the 
gain of development and relate it to his or her 
personal context; at the same time the less privileged 
can become integrated with the social process of 
development by contributing usefully and thus deve- 
lop the organic unity between the need of an in- 
dividual and his contribution to the society. This 
is the essence of mass mobilization; it is also the 
ideal of development. 


3. Some plan experience 


364. In terms of the above frame of reference, it is 
clear that the developing mixed economies have not 
been able to evolve a structure of productive con- 
sumption as the central core for their development 
strategies. There has been deliberate public policy 
towards increasing some of the basic components 
of productive consumption like basic education, 
health or housing to improve the lot of the poorest. 
A sample study of some of the planning documents 
in these countries does show that, to a greater or 
less degree, the concern for the economically less 
advantaged is growing and some attempts are being 
made to provide certain types of basic facilities to 
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the poorest. However, this still remains primarily 
in the nature of a relief operation by the State for 
the poor and does not really satisfy the crucial con- 
dition of everybody participating in the production 
processes for social justice. 


365. Thus, for example, the draft Indian Five-Year 
Plan document states that “apart from being a con- 
stitutional obligation, the provision of universal ele- 
mentary education is crucial for spreading mass 
literacy, which is a basic requirement for economic 
development, modernization of the social structure 
and the effective functioning of democratic institu- 
tions. It also represents an indispensable first step 
towards the provision of equality of opportunity to 
all its citizens.”6° The current National Develop- 
ment Plan of Iran tries to combine extension of 
medical services with improved nutritional standards 
to cover 30 per cent of the children under the age 
of 3 in urban areas and 10 per cent in rural areas. 
At the same time, this “direct nutrition programme” 
in the Fifth Plan of Iran intends to provide meals 
for all children in rural kindergartens and the needy 
ones in urban areas; 30 per cent and 10 per cent of 
expectant mothers in an economically weak position 
in urban and rural areas respectively, are also sup- 
posed to be covered by this nutrition programme as 
a complementary aspect of extending health service.*! 
The recent plan document from Nepal stresses the 
need for a rapid increase in primary education but 
points to several obstacles facing the course of pro- 
gress, like a high drop-out rate at an early stage, 
the poor quality of teaching and the financial bur- 
den on the State where “the percentage of govern- 
ment aid to the schools reaches a maximum of 93 
per cent in some cases . . . ” while, “more than 80 
per cent of the revenue is spent on salary”.62 Sri 
Lanka, a country which has been known in this 
region for redistribution, notes in its recent plan 
that “the chief cause of maternal deaths is anaemia 
due to malnutrition and the chief cause of infant 
mortality is pre- "maturity which is also mainly due 
to maternal anaemia’”,®? and aims at direct nutri- 
tion programme for mother and child welfare. 


366. Such examples of the concern of public policy 
to improve some of these basic constituents of a 
minimum standard of life for the poorer sections 
could be multiplied from other official plan docu- 


6° Government of India, Draft Fifth Five-Year Plan, 1974-79, 
vol. i (Planning Commission), p. 194, para. 8.16. 

* Government of Iran, Summary of the Fifth National Develop- 
ment Plan, 1973-78 (Plan and Budget Organization, June 1973), 
p. 139. 

82 Government of Nepal, Fourth Plan (1970-75) (English Sir 
lation, February 1973), (National Planning Commission), p. 240. 

3 Government of Ceylon, The Five Year Plan (1972-76) (Minis. 

try of Planning and Employment, November 1971), p. 116. 


ments and pronouncements. Nevertheless, the few 
assorted examples quoted above should be sufficient 
to indicate the general point already mentioned 
earlier: they are more in the nature of redistributive 
relief operations and do not qualify as a part of the 
structure of productive consumption in the develop- 
ment process and are directed only towards provid- 
ing some elements of basic requirements without at 
the same time ensuring that everyone participates 
in the development process for social justice. At 
present, neither sufficiently refined data are easily 
available to see what proportion of government ex- 
penditure is spent on some of the basic items of 
productive consumption, nor do employment data 
exist in the sense of reflecting the proportion of work 
force excluded from output for productive consump- 
tion. Official statistics donot lend themselves to 
such analysis. Nevertheless, table 36 presents a 
broad picture for a few selected countries of the 


-ESCAP region to show that when social expendi- 


ture is basically a redistributive relief operation, 
there can simultaneously exist a large degree of 
unutilized labour. 


367. The nature of the data presented in table 36 
does not correspond to the analytical scheme of pro- 
ductive consumption for two main reasons: the ex- 
penditure data in column (3) are a considerable over- 
estimate as they include expenditure on all types of 
(higher) education, health service etc., much of which 
cannot qualify as elements of productive consump- 
tion. Similarly, the unemployment data, quite apart 
from the possibility of containing a large and un- 
known margin of error, do not necessarily reflect the 
extent of labour that could be utilized for produc- 
tion towards social justice. Even then, table 36 
could be revealing in making the central point that 
there seems to exist little connection between the 
proportion spent by government. on some of the 
important items of productive consumption and the 
available labour that could be utilized for increasing 
such consumption. 


368. For instance, the employment potentialities of 
social consumption, considered in this approach as 
essential to production processes, are generally over- 
looked. To quote two instances: the education sec- 
tor is itself a great consumer of its own product and 
provides employment through its increased demand 
for teachers; a relevant educational system integrat- 
ed into the agricultural production, for instance, can 
be self-financing. The system of “bare-foot” doctors, 
insofar as they are also part of the production 
processes in the rural areas, can expand self-financ- 
ing employment opportunities. 
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Table 36. LOW PRODUCTIVE CONSUMPTION IN THE CONTEXT OF HIGH UNEMPLOYMENT 


(1) (2) (3) (4) (5) 
Expenditure on education, health, 
Time period housing and social welfare as percentage Rate of unemployment as a percentage 
Country (average of) of total public expenditure Year of labour force 
Current Capital Total Total Rural Urban 
acomrana or slow 442). 1969/70-1975/76"% PAT pe 0:25 20" 1964/65 _ 4.4 3.5 
1969-1974 — _ (13.2) 
Indonesia eee ea ae 1969-1974 _ — (16.3) 1967 — 0.6 2.5 
Iran ess es tirsetie~) sc? 3) 9 2969/70-1974/75 —_ — 20.2 1970 5.0 —- 5X) 
1973-1978 — — (33.1) 
Malaysia 1970-1975 21.6 5.0 26.6 1971 7.1 
1971-1975 — — (17.7) 
Pakistan 1971/72-1973-74 7.0 0.9 7.9 _— —_ = 
1970-1975 — _ (24.5) 
Republic of Korea 1970-1975 16.5 45 21.0 1970 4.5 1.6 75 
1972-1976 _— — (13.0 
Sri Lanka 1969/70-1975 Weg 2.8 20.5 1969/70 13.3 - 17.3 
Sources: For figures shown in column 3, first row: 


India: Economic and Political Weekly, vol. X1, No. 14, p. 542 and Reserve Bank of India, Report on Currency and Finance, 1974- 
1975, vol. II, pp. 96, 101, 109 and 110, and Report on Currency and Finance, 1973-1974, pp. 111-112. 

Iran: Report of the Prime Minister on the State of the Iranian Economy (1347-1350) and Government Programmes for Iran 
(1351), pp. 56 and 74, Imperial Government of Iran, The Budget 1353, A Summary, Part II. 

Malaysia: The Expenditure Budget of the Federal Government of Malaysia, 1971, 1972, 1973, 1974 and 1975. 

Pakistan: Pakistan Statistical Yearbook, 1974, pp. 110, 112, 116, 117 and 119-122. 

Republic of Korea: Korea Economic Statistics Yearbook 1972, 1973, 1974 and 1975. 


Sri Lanka: Central Bank Annual Report 1974. 
Notes: 
the Plan document including Bangladesh. 


Columns | and 2: For Pakistan, the first row 1971/72-1973/74 excludes Bangladesh, but the second row for 1970-1975 is from 


Column 3: Source of the second row for each country with bracketed figures is the expenditure according to Plan documents. 
Since capital and current account classifications are not uniform across countries, those figures are not always comparable. 
Columns 4 and 5: Employment data are notoriously difficult to compile and interpret with definitions and nature of the sample 
varying among countries. The present source is Economic Survey of Asia and the Far East, 1972 (United Nations Publication, 
Sales No. E.73.VI.F.1), table I-4, p. 37. See the original source for difficulties and details of method of estimation. 

* The Indian figure shows sharp discrepancy because the top row (1969/70-1975/76) relates to central government expenditure 
only, while the second row (1969-1974) relates to central and State expenditure in the Plan document. 


D. SETTING DEVELOPMENT TARGETS 


369. The bare outlines of the development pattern 
which emerge from the preceding discussion is a 
socio-economic process in which various dimensions 
of equality and growth are closely interwoven. The 
structure of productive consumption becomes the 
unifying theme between economic growth and social 
justice by making development a process relevant to 
the personal lives of the overwhelming majority of 
the poor, at the same time removing the false 
dichotomy introduced between growth and social 
justice on the basis of a supposed need for “trade 
off’. From this broad perspective follows a simple 
but more operational criterion: no development can 
be considered just unless it benefits the poorest sec- 
tions, by giving them access to both a minimum 
standard of living as well as the right to participa- 
tion. 


370. The consumption planning becomes essential 
to production planning for economic growth with 
social justice.°* Indeed they both have to be in- 
timately interwoven, as productive consumption is 
an indispensable condition for production processes 
towards social justice, judged even by narrow econo- 
mic considerations. While a discussion of pro- 


®4 For detailed planning techniques involved, see D.V. Ramana, 
“Production and consumption planning”, The Economic Times 
Annual, 1975, pp. 87-94. 


gramming techniques for consumption planning is 
beyond the scope of this Survey, it has to be men- 
tioned that crucial to all of them is a measure of 
inequality (in income or expenditure) and a reduc- 
tion in that measure, for there can be no ambiva- 
lence regarding eradication of poverty as the single 
most important social objective. Various inequality 
measures are available, but as these measures do 
not rank alternative income distributions they have 
attracted a great deal of scholarly attention.® 


371. To build a structure of productive consumption, 
vast re-organization of production and radical in- 
stitutional changes will be necessary, but even with- 
in the more traditional mould of economic thinking, 
the implications for all the major macro-economic 
variables can be very far-reaching indeed. This is 
where the broad strategy of development has to be 
analysed in terms of its individual tactical compon- 
ents, which contribute to the setting of more specific 
socio-economic goals and targets in planned develop- 
ment. The outlines of this target-setting problem 
are considered broadly in terms of the implications 
for: (a) the sectoral pattern of production and its 


®5 An absolute measure, making unambiguous welfare judge- 
ments possible, is Amartya Sen’s P measure of poverty. For a dis- 
cussion of this measure and its application see I.Z. Bhatty, “In- 
equality and poverty in rural India”, Sankhya, vol. 36 (1974), 
Series C, pp. 291-336. 
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likely impact on foreign trade, (b) mobilization of 
investible surplus and (c) nature of technology to be 
used. 


1. Pattern of production 


372. The most obvious impact on the pattern of 
production will be its re-orientation towards the 
essential items of mass consumption, with the shift 
in factors of production away from luxury items 
wherever necessary. In terms of usual sectoral clas-. 
sification followed in interindustrial input-output 
analysis, such a change in the composition of out- 
put has to be both of an intersectoral as well as of 
an intrasectoral character.*6 At the level of inter- 
sectoral change, “wage-goods” of an essential nature 
will assume predominance and “food” and “textiles” 
being the two most obvious items will have a special 
significance. It is this kind of a wage-goods bottle- 
neck, which will primarily determine the size of the 
plan and in this context, the importance of food 
production cannot be overemphasized. 


373. It is usual to make a broad quantitative assess- 
ment of the required expansion in food production 
in terms of income elasticity of demand, per capita 
income and population growth. However, both 
“income elasticity of demand for food’ as well as 
“per capita income” are average concepts which 
hide the whole underlying pattern of distribution. 
In particular the income elasticity is a weighted 
average of the respective elasticities of various 
income groups and a more equal pattern of income 
distribution will change this elasticity coefficient and 
raise the demand for essential food items, especially 
cereals, in the poorer developing economies of the 
ESCAP region.*? One of the main implications of 
relating the composition of output to the structure 
of consumption in line with social justice is there- 
fore to tackle the food-bottleneck and a few other 
similar crucial wage goods bottlenecks on an urgent 
basis. 


374. The setting of development targets is not mere- 
ly a question of fixing quantitative production tar- 


°6 The difference between “‘intersectoral” and “intrasectoral” 
depends primarily on the degree of disaggregation followed in an 
input-output table. 

°7 The following table is indicative of how this average elasticity 
can change through a more equal distribution of income: 
Elasticities of expenditure on food for 

low-income groups in India 
Rural working 
class in 


community Rural and urban 


Agricultural development low-income Urban 


Item labourers areas groups working class 
Cereals. . 1.09 0.61 0.61 0.24 
Pulses 7.) 1.18 0.78 -- 0.52 
All food. 1.10 0.76 0.85 0.66 


Source: F.G. Hay and R.P. Sinha, “Analysis of food expen- 
diture patterns of industrial workers and their families in develop- 
ing countries”, Journal of Development Studies, vol. 8, No. 4, 1972. 


gets for the basic wage-goods; concurrently there 
have to be established distributive targets, so that 
the benefits reach the poorest sections. The “four- 
point rationing” programme followed in China even 
in the early 1950s and a nation-wide system of 
rationing of rice, cloth and a few other essential 
goods in part of the Socialist Republic of Viet Nam 
illustrate the importance of such distributive targets 
in planning.© Much can be achieved in terms of 
solving the basic wage-goods bottleneck problem 
even in situations of considerable scarcity. There 
may, indeed, be no alternative to public control of 
basic wage-goods for achieving just distribution in 
a developing economy, particularly for the poorer 
sections. 


375. Turning to the intrasectoral changes needed for 
achieving social justice in the process of growth, the 
illustrations can be drawn from desirable program- 
mes for education or health. In the field of educa- 
tion, this implies intrasectoral shift from top-heavy 
elitist education to primary education directed to- 
wards functional literacy and extensive schemes for 
adult education. In this context, it must also be 
emphasized that education rather than becoming an 
almost socially accepted device for controlling others 
and getting special privilege must become a powerful 
instrument of social change and questioning of 
vested interest in the way of social justice, in coun- 
tries where the majority is still illiterate. Thus, 
target-setting in education is not merely a simple 
counting of the literates but ensuring relevance and 
distributive justice in education policies. 


376. Similarly, in the field of health, reliance on 
productive consumption as the lever to the whole 
development process, must lead to intrasectoral shift, 
in favour of preventive health care, to “bare-foot” 
doctors with greater social commitment and less ex- 
pensive education. It may also entail to some de- 
gree a change in favour of indigenous cheaper local 
medicine, at least as a complement to the “modern” 
and more expensive, foreign-exchange intensive sys- 
tem of medication. It is this kind of pyramidal 
structure with a large base of preventive health care 
at a relatively low degree of sophistication which 
must characterize the nature of intrasectoral shift in 
health planning with its corresponding implications 
for setting this sector’s target. 


377. There are many more examples one could con- 
sider of such intrasectoral shift— from expensive, 
fine cloth to cheap and coarse variety in the textile 
sector or from finer quality foodgrains and vegetables 


68 In this context it is interesting to note that the rationed 
price of rice throughout the northern part of the Socialist Republic 
of Viet Nam has not changed since 1946 when the first revolu- 
tionary government was formed, even through the long struggle 
of more than two decades. 
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which are usually more resource-intensive (in terms 
of water, yield per acre etc.) to the cheaper varieties. 
The main point is that, in actual plan formulation 
and target-setting this kind of shift even within each 
sector must be carefully considered as an essential 
part of social justice, so that development can 
become a relevant process with its focus on the 
poorest sections of the population. 


378. Reduction in the inequality of the distribution 
of private consumption expenditure will imply 
change in the output mix of the developing coun- 
tries. The increase in demand and in required out- 
put of foodgrains is obvious and has been referred 
to earlier. Given the structure of demand in poor 
developing countries for industrial products, the 
effect of redistribution will be to increase the output 
levels of some of the essential commodities and a 
decrease in the output levels of a number of non- 
essential and luxury goods sectors. According to 
one exercise for India,®° there are at least 27 sectors 
(accounting for about two-thirds of India’s gross 
domestic product in 1973/74) in which redistribution 
entails an increase of over 10 per cent in the rate 
of growth of output. In the remaining 39 sectors, 
the change in output growth rates are of a relatively 
small degree. The products covered by at least some 
sectors (e.g., “other metal products”, motorcycles 
and bicycles and “other transport”) are such that 
they meet the demand of both the upper and lower 
income groups, with the result that the favourable 
and unfavourable effects of redistribution on output 
are to a large extent offset against each other. 
The low degree of change in the growth rate of 
output of some sectors may be due to the level of 
aggregation neglecting, for instance, separate treat- 
ment of the unorganized manufacturing sector pro- 
ducing mass consumption goods. 


379. The employment implications of the variations 
in output growth rates following from redistribution 
of private consumption in favour of the poorer 
classes can be favourable. The study on India re- 
ferred to finds that, when a fairly drastic reduction 
in inequality indicated by a decline in Gini coeffi- 
cient from 0.32 to 0.20 over a five-year period is 
considered, there can be an increase in average 
annual growth rate from 5.39 to 5.41 accompanied 
by an annual increase in employment by 11.4 per 
cent. A study for the Philippines shows that a 
drastic shift in income distribution (from a Gini 
ratio of about 0.47 to a Gini ratio of about 0.27) 
would increase employment by about 10 per cent 
and GDP by about 7 per cent, with marginal 


6° Anand P. Gupta, “Income distribution and employment pro- 
gramme: solving India’s employment problem —role of | fiscal 
policy”, (Geneva, WEP Working Paper, 1975). 


changes in the balance of payments.” All these 
estimates are rough, but indicate that reduction of 
income inequality can be justified on narrow econo- 
mic terms, even if one does not consider other, 
equally positive, social and political aspects. 


380. In the absence of a number of quantitative 
studies of the impact of redistributive policies on 
the external sector, only broad generalization can 
be made. The shift in consumption patterns which 
will result from income distribution-can be expected 
to lead to demand for products which are more 
labour-intensive, and such shifts could be signifi- 
cant, depending on the reduction in inequality which 
is envisaged. The import intensity of the manufac- 
turing output would be reduced directly and luxury 
imports would automatically decrease. The imports 
of raw materials and producer goods would depend 
on the interindustrial relationships; given the items 
of expenditure of the poor in many developing 
countries, the interrelationships between sectors pro- 
ducing mass consumption goods and the basic goods 
industries are not significant.7!_ Of the vast problem 
of significantly increasing food production an im- 
portant aspect is the import intensity of seed-chemi- 
cal technology. While such technology is to be 
spread in areas with controlled water supply, increase 
in food production in other areas will have to rely 
on improved traditional methods, like improved 
local varieties less demanding with respect to inputs, 
utilization of organic manures, integrated crop-live- 
stock production etc.” The impact on exports of a 
redistributive policy should be generally favourable. 
The encouragement of domestic consumption or even 
curtailment of domestic production of primary 
exports will have a short-run adverse effect, but the 
shift away from luxury consumption should release 
factors of production for export of manufactured 
goods, a process which will be facilitated by the 
possibility of increased allocation of foreign ex- 
change for raw materials and machinery imports. 


2. Mobilization of investible resources and savings 


381. One of the most prominent features of “growth- 
manship” was its almost total reliance on raising 


70 Felix Paukert, Jiri Skolka and Jef Maton, “Redistribution of 
income, patterns of consumption and employment, a case study of 
the Philippines” (Geneva, WEP Working Paper, 1974). 

™ This would explain the result of the planning exercise in 
India’s Draft Fifth Five-Year Plan, namely, “the invariance of the 
average annual growth rates of investment goods sector to the 
specification of changes in inequality is a direct consequence of the 
near bloc-triangular structure of the input-output matrix combined 
with the static input-output framework”. D. Tendulkar, “Planning 
for growth distribution and self-reliance in the Fifth Five-Year 
Plan”, Economic and Political Weekly, 19 January 1974. 


72 The analysis in the mid-term review and appraisal, Economic 
and Social Survey of Asia and the Pacific, 1974, still remains valid. 
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the marginal savings rate as a main instrument of 
development efforts. On this was superimposed the 
classical view that inequality in the distribution of 
income generates greater savings because when dis- 
tribution is weighted in favour of the higher income 
groups with a higher marginal propensity to save 
the over-all savings propensity will increase. This 
reasoning is also extended to ownership of assets. 
But it is inadequate both on empirical and on 
theoretical grounds. Even if the classical version 
were true, there is the choice between a high-saving 
polarized economy and a more balanced, if some- 
what slower growing, economy with all the groups 
having a stake in the development process based 
on more egalitarian distribution of income and 
wealth. 


382. Empirical evidence on the impact on domestic 
savings of income redistribution is scarce and avail- 
able indirect evidence is inconclusive. In Kuznet’s 
study of private consumption as a percentage of 
GNP in seven groups of countries arranged accord- 
ing to per capita income, there is no association 
between per capita income and private consumption 
ratio in the five groups of developing countries.7’ 
Another study of his finds that the “association 
between national capital formation proportions or 
savings rates and levels of income is not close”.74 
The inverse relationship between private consump- 
tion and income per head found by Chenery and 
Syrquin is not highly significant and shows con- 
siderable variance.”> Singh’s extensive cross-country 
econometric tests have in general failed to show any 
significant association between the share of wages in 
national income and the ratio of savings in national 
income.”é 


383. Empirically, income distribution data for several 
countries of the ESCAP region tend to suggest that 
there may be negative savings in the lowest income 
groups. Thus, in India, some studies suggested that 
urban households with annual income below about 
Rs 3,000 and under Rs 1,200 in rural areas may 


73 '§. Kuznets, “Quantitative aspects of the economic growth of 
nations, VII, The share and structure of consumption”, Economic 
Development and Cultural Change, January 1962. 

74S. Kuznets, “Quantitative aspects of the economic growth of 
nations, VI. Long-term trends in capital formation proportions”, 
Economic Development and Cultural Change, July 1961, pp. 5-6. 

7 H. Chenery and M. Syrquin, Patterns of Development, 1950- 
1970 (London, Oxford University Press, 1975), table 5, p. 38. 

78 S.K. Singh, Development Economics — Some Findings (Lexing- 
ton, Mass., Lexington Books, 1975), p. 143. 


actually be net dissavers.”7 In the Philippines, “the 
poorest households have been dissaving at an astro- 
nomical rate. Moreover the problem appears to 
have been getting worse over time”.78 Similar 
evidence is also available for Thailand.” It is 
difficult to discern to what extent this phenomenon 
of negative savings is a statistical mirage, largely 
arising out of trying to reconcile expenditure with 
income data or to what extent it is a genuine pheno- 
menon leading to accumulation of outstanding debt 
in the lowest groups of income receivers. However, 
crude statistical evidence in favour of the negative 
savings thesis is quite weighty and can be further 
supported by complementary evidence of outstand- 
ing per capita debt in some of these countries.®° 


384. In the context of the phenomenon of negative 
savings, widely prevalent in South Asian countries 
and probably different only-in its intensity in other 
developing ESCAP countries, income redistribution 
in favour of net dissavers of the low-income group 
may not have any adverse effect on the level of 
savings in the economy. In fact, it will have posi- 
tively advantageous effects in the long run. Bor- 
rowing by the low-income groups is invariably on 
the basis of mortgaging their small monetary or 
physical assets to the lenders in the unorganized 
money market and rarely are such assets retrieved. 
Thus, there is a transfer of assets to the trader or 
the money-lender, fueling his capacity for hoarding 
or speculation. Redistribution of income in favour 
of negative savers can help them retain their assets 
and increase their eligibility for credit from organiz- 
ed monetary institutions, supervised and channelled 
to productive purpose. 


385. A far more important consideration in the pre- 
sent context however is the use of savings or what 
Baran described as the utilization of potential and 


77 KR. Ranadive, “Patterns of income distribution in India 
1953/54 to 1959/60”, Bulletin of the Oxford Institute of Econo- 
mics and Statistics, vol. 30, No. 3, 1968. See also I.Z. Bhatty, loc. 
cit. He observes: “The rich may not be sufficiently motivated to 
save. . . This is a pattern of behaviour one might associated with 
feudal agrarian societies. Or the rich may save, but their saving 
may be offset to varying degrees by the dissaving of the poor.” 
Relevant in this context is the finding of his interstate comparative 
study: “If one hypothetically entertains the notion that. . . per 
capita saving ought to be higher where income inequality is 
greater, the positive relationship between the degree of income 
inequality and absolute poverty is sustainable over time only if 
income inequality and per capita dissaving among the poor are also 
positively related. In other words while the rate of positive saving 
(or the propensity to save) among the rich rises with an increase 
in income inequality the rate of negative saving (or the propen- 
sity to dissave) among the poor also rises simultaneously.” 

78 Azizur Rahman Khan, “Growth and inequality in the rural 
Philippines” in K. Griffin and Azizur Rahman Khan, op. cit. 

78 Development Programming Techniques Series No. 9: Intra- 
regional Trade Projections, Effective Protection and Income Distri- 
tion, vol. III (United Nations publication, Sales No. E.73.II.F.12), 
pp. 141 and 143. 

Tae for example, IBRD, The Assault on World Poverty, 1975, 
p. 
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actual surplus®! in a developing economy. A large 
part of the potential surplus is wasted away in 
unproductive consumption and investment. Even 
significant portions of the actual surplus, given the 
limited size of the domestic market for basic wage 
goods usually caused by a highly skewed distribu- 
tion of income and wealth, gets diverted away into 
channels of investment meant for expansion of elitist 
consumption or takes the form of speculative com- 
mercial capital. Here again, therefore, it is not the 
orthodox ideas about the level of savings and 
resource mobilization which are crucial for develop- 
ment — the pattern of transforming saving into in- 
vestment is at least as important as its level. 
Probably, still more important is the fact that par- 
ticipation by the masses in the process of develop- 
ment is itself the most crucial aspect of resource 
mobilization. It is also the most powerful impetus 
to development and economists’ narrow calculations 
about the “costs” and “benefits” of income and 
wealth redistribution to savings and GNP should 
not be allowed to hide this most important, though 
obvious, aspect. 


3. Technology development 


386. Technology development and adaptation has 
three important and interconnected aspects: 


(a) The choice of composition of output since 
what goods are produced will largely determine the 
nature of the technology; 


(b) The choice of the method of production 
for given goods, i.e. how to produce given goods; 


(c) The dynamic implications of technological 
choice (e.g., the influence of today’s technical choice 
on the future technological capability of a country, 
its influence on the rate of innovative technical ad- 
vance etc.) which are also linked with certain socio- 
logical and managerial aspects of technological 
choice. 


387. The composition of output in developing coun- 
tries is largely shaped by the inequalities in the dis- 
tribution of income, with built-in self-perpetuating 
technological dependence on developed countries. 
Furtado’s®2 study of this process in the context of 
Brazil has great relevance for developing countries 
in Asia. He observes, “Increased economic produc- 
tivity, resulting from increased exports of raw mate- 
rials, caused an increase in and diversification of 


81 See, Paul Baran, The Political Economy of Growth (New 
York, Monthly Review Press, 1957), particularly chapter VI “To- 
wards a morphology of backwardness, I”, pp. 163-200. 

82 C. Furtado and Theotonio Dos Santos in Charles Wilber- (ed.): 
The Political Economy of Development and Underdevelopment (New 
York, Random House, 1973). 


consumption of the well-off minority, which was 
geared to the cultural values of the central (develop- 
ed) countries. In a more advanced stage, when 
exports of raw material and import substitution no 
longer played the role of a transforming factor, 
growth occurred only when the market created by 
the modernised minority was compatible with the 
techniques required to locally produce the diversified 
basket of consumer goods . . . growth in the under- 
developed countries has depended upon the ability 
of such countries to concentrate income in the hands 
of the modernised minority”. 


388. Elitist-oriented output has not only to be sus- 
tained by the transfer of income to the well-to-do 
but has also led, directly or indirectly, to the im- 
port of technology through the transnational cor- 
porations. 


389. Redistribution of income in favour of the poor 
will lead to the demand for mass consumption goods 
which lend themselves to labour-intensive methods. 
Many approaches to the problem of choice of tech- 
nology in favour of labour-intensity have long been 
explored. However, if little empirical research is 
being undertaken on a fuller scope for labour inten- 
sive methods, much less research goes into appro- 
priate products, i.e. products which do not “over- 
kill” in relation to the needs of the developing coun- 
tries but which are appropriate to their life styles 
and needs.83 Enlightened product research should 
be capable of identifying potential demand, in the 
sense of meeting essential current, although pre- 
viously unexpressed, needs. 


390. Among the areas where an intensive search and 
adoption of labour-intensive techniques is necessary 
are producers’ goods and, wherever possible, capital 
goods. One promising approach to this problem is 
the scaling down of technology. Scaling down of 
technology has to be viewed as more than a small 
scale replica of the production technology of a 
large firm; in the context of the needs of the develop- 
ing countries, it is useful to concentrate on the 
descaling of technology so as to make it more 
labour-intensive without loss of efficiency. Current- 
ly, there is need for an increasing number of studies 
on specific industries in the developing countries of 
the region, like pulp and paper, cement and fertili- 
zers. 


391. Intermediate technology is increasingly viewed 
as a solution to the employment needs of the tradi- 
tional sectors of developing economies. Among the 


83 Francis Stewart, “Choice of techniques in developing countries”, 
Journal of Development Studies, October 1972. Stewart's analysis 
indicates that the range in choice of technology appears more limited 
than need be by ignoring the varying goods (in terms of physical 
characteristics) for fulfilling given needs. 
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instances cited generally in this connexion are small 
bio-gas plants, small generators operating with little 
streams, windmills, improved traction of bullock- 
carts, fireproofing of thatching material and general 
improvement in construction of mud houses etc.* 
With regard to many such products of intermediate 
technology it has been found that they are beyond 
the reach of all but the most affluent farmers. For 
instance “if burning of dung and firewood is banned 
as a wasteful practice and the villagers are in no 
position to buy bio-gas, they will end up with no 
fuel at all—in other words their position will be 
worsened by the introduction of bio-gas plants.”’®> 


392. Realization of the full potential for employment 
of a redistributive policy is fraught with serious 
difficulties, as can be illustrated in the case of descal- 
ing of technology and intermediate technology. 
Descaling of technology, if it is to lead to greater 
employment and fuller utilization of resources, has 
to be carried out as decentralized low volume pro- 
duction in proximity to the sources of raw material 
and labour and to the end user; it is also desirable 
that basic industries, to support the descaled plants, 
are dispersed on as small a scale as possible. To 
turn to the other approach of relevant technology, 
intermediate technology has to go beyond questions 
of scale and factor proportions and be concerned 
with social change.86 Co-operative and collective 
solutions have to be sought to elicit from the poor 
the expression of their needs, to enthuse them into 
mobilization of locally available resources, to ensure 
credit and finance to purchase the products of inter- 
mediate technology and, in general, to provide the 
poor with an intrinsic motivation to work with inter- 
mediate technology. 


393. Thus integral to the pursuit of growth with 
social justice is a technology development concerned 
largely with basic consumption goods. This does 
not imply backward or stagnant technology as the 
challenges involved for innovation to utilize locally 
available materials to meet basic needs are immense. 
At present technological development is largely left 
to the serendipity of the scientists working in metro- 
politan areas or, when based on consumer demand, 
serves elitist consumption. In a vital area like agri- 
cultural research and extension, the weaknesses in 
the communication linkages in the transfer of tech- 
nology to the farm are well-known: in the transfer 
of information on the farmers’ needs for new tech- 
nology to the research system, in the transfer of 


®4 Vinod Vyasulu, “Technology and change in underdeveloped 
societies”, Economic and Political Weekly, vol. XI, No. 35, 28 August 
1976, Bombay, pp. M-72-80. 

85 C. R. Prasad, K. Krishna Prasad and A. K. N. Reddy, “Bio-gas 
plants: prospects, problems and tasks”, Economic and Political Weekly, 
special number, 1974. 

86 Vinod Vyasulu, loc. cit., p. M-79. 


research results to development agencies and in the 
transfer of these results to the farmers, in the form 
of new agricultural development programmes.§? 


394, Of late there has been increasing recognition 
that the technological dynamism of a society depends 
on its capacity not only to absorb techniques deve- 
loped elsewhere but also to innovate by releasing 
the creative genius of the whole people — from pea- 
sants and factory workers with their day-to-day ex- 
perience with the minutest details of the production 
process to the “high level” expert in the field with 
theoretical knowledge and an ability to concep- 
tualize. How such technological dynamism can 
actually be brought about is a point on which neither 
technologists nor social scientists have much to offer 
in concrete terms, but anyone looking at technology 
from this angle must start by realizing this to be 
primarily a social phenomenon. In specific terms, 
for instance, there is need for veteran peasants and 
an urban elite with knowledge of agricultural prac- 
tices, particularly students, to work in agricultural 
research stations and specialized institutions, thus 
systematically following up highly successful local 
practices evolved over time; or, to narrow the exist- 
ing wide gap between research and extension, farm- 
efs organizations can be established which can or- 
ganize their own trials and extension, with links to 
research institutes. Within industries, to quote an- 
other example, there can be a combination of 
workers, technicians and management in design and 
innovation teams.88 Trade unions can play an active 
role in this process through “part-study part-work” 
programmes. 


395. While the basic thrust has to be in basic con- 
sumption goods, there will obviously be a continuing 
need for large-scale modern industries. Also, in tar- 
get setting for technological research and develop- 
ment, technical dynamism has to be ensured by the 
choice of a few sectors which have extensive tech- 
nological linkages, so that technical improvement in 
those crucial sectors can permeate more easily to 
other sectors. The criteria for identifying such sec- 
tors capable of spill-over or spread-effect of tech- 
nology remain obscure and specific to the present 
state of each country’s technical development. 


E. POLICY INSTRUMENTS 


396. The strategy of development with social justice 
will have far-reaching target-setting implications for 


87 Radha C. Rao, “Communication linkages in transfer of agricul- 
tural technology”, Economic and Political Weekly, vol. VI, No. 53, 
30 December 1972, A157-A170. For a discussion of these aspects 
see the analysis in the mid-term review and appraisal, Economic and 
Social Survey of Asia and the Pacific, 1974. 

88 Genevieve Dean, “‘A note on the sources of technological innova- 
tion in the People’s Republic of China”, Journal of Development 
Studies, vol. Nine, Number One, October 1972. 
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sectoral and intrasectoral composition of output 
ranging from food and clothing to health and educa- 
tion. It will also have implications in terms of 
pattern of trade, resource mobilization and techno- 
logical development. All this will result in a large 
number of quantified detailed targets. A large num- 
ber of policy instruments will be required in the 
mixed economies of the developing countries.®? 
Nevertheless, it may be quite misleading to place too 
much reliance mechanically on a simple consistency 
check of targets and instruments in formulating 
development policy because of three major reasons. 


397. First, the matching of targets with instruments 
as a check for consistency suffers from an important 
lacuna insofar as it tends to ignore the role of time. 
The speed with which particular instruments operate 
on particular targets varies from case to case; again, 
the degree of flexibility and the speed with which 
targets themselves can be revised varies with the 
process of target-setting. Thus, some instruments 
may take longer to work on the target, while other 
targets are already attained or revised and in the 
meantime new targets may have to be set. Thus, to 
take an extreme example, primary education as an 
instrument for equal opportunity may take genera- 
tions to take effect, while confiscation of property 
may do the same in a very short span of time. 


398. Secondly, some instruments are more effective 
than others, both in terms of the speed with which 
they operate and their range in terms of influencing 
a wide class of targets. To illustrate this one has 
only to think about confiscation of private property 
as opposed to wealth tax as two alternative instru- 
ments directed towards equalizing wealth distribu- 
tion. The former is certainly more effective, but 
whether it is a feasible instrument of policy in a 
given socio-political context is another matter. The 
underlying implication, however, needs emphasis. A 
few highly effective policy instruments in terms of 
their range and speed can often achieve far more 
than tinkering with a larger number of relatively 
mild and ineffective policy instruments. That dis- 
cussions of land reform features so prominently in 
development debates compared to, say, what the 
income tax rate should be, goes to show an implicit 
acceptance that some instruments are far more 
effective than some others. 


82 One of the main propositions that emerged from the discussion 
of the theory of economic policy initiated by J. Tinbergen was that 
the number of instruments of economic policy should, on general, be 
equal to the number of quantified economic targets. J. Tinbergen, 
On the Theory of Economic Policy (Amsterdam, North Holland, 
1952). Since then there has been important additions to the subject 
like, H. Theil, Optimal Decision Rules for Government and Industry 
(Amsterdam, North Holland, 1968). Sce also, chapter I of Economic 
Survey of Asia and the Far East, 1971, for a qualitative discussion 
along similar lines on the relation between economic growth and social 
justice. 


399. Thirdly, broad-based mass participation” en- 
hances the range and effectiveness of policy instru- 
ments and the speed of their operations, but more 
importantly it can fashion new and imaginative 
policy instruments. In fact, the development pro- 
cess can be defined as mass-determined, as com- 
pared to elitist-oriented, goals and mass participa- 
tion in their achievement. To labour the obvious, 
mass association with determining the goals of 
development would lead to an output-mix which 
will be more labour-absorbing and less import-inten- 
sive, a socially relevant educational system or more 
appropriate combination of indigenous with expen- 
sive medicine systems. Technological progress 
would be based more on communication of the 
priority needs of the people or their production 
requirements and less on random scientific dis- 
coveries or on orientation towards elitist consump- 
tion. Intensive mobilization of locally available 
resources and their channelling towards priority 
needs require mass participation. So do the imple- 
mentation of development projects and the delivery 
of social services at local level. 


400. The choice of policy instruments, the refashion- 
ing of traditional ones and the resort to new ones, 
is ultimately made at the national level where con- 
siderations other than economic have an important 
role. However, there are some common problems 
which face most of the developing countries in the 
pursuit of economic growth with social justice and 
which suggest some policy instruments. Such con- 
sideration here can only be in broad terms and can 
begin with what looks the most urgent problem. 


1. Public distribution of foodgrains 


401. In any formulation and implementation of 
policies for growth with social justice highest priori- 
ty has to be given to the provision of food to the 
weakest segment of the population. Alarming in 
this respect is the growing magnitude, in the rural 
sector, of those without any access to means of 
production, the vast spectrum of the landless la- 
bourers; such a phenomenon is not limited to a 
small number of countries. Traditional arrangements 
in the rural sector which sought to temper the ex- 
ternal impact on the weaker rural groups are break- 
ing down. Available information, with all its limita- 
tions, points up the slow and inadequate progress of 
land reforms towards the distribution of the most 
impcettant of assets in the rural area, land. The 
hopes set on public works programmes as a solution 


9°. Griffin, “Rural development: the policy options”, in E. O. 
Edwards (ed.), Employment in Developing Nations (New York, 
Columbia University Press, 1974), p. 184. 
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have now been reduced to a modest level. Appar- 
ently, the possibilities of providing employment and 
income through land reforms and public works pro- 
grammes will take time. A subsidized public dis- 
tribution system of foodgrains, properly conceived 
and executed, seems the effective way to take care 
of the needs of the poorest without any access to 
productive resources. 


402. Operation of public procurement and distribu- 
tion of foodgrains is not confined only to a few coun- 
tries in the region. Among the large number of 
countries where they exist, the scope of such opera- 
tions varies and a free market in foodgrains exists 
simultaneously. The need for a public distribution 
system and the rate of its expansion will obviously 
depend on the speed at which income-generating 
policies for the poorest are implemented; thus it can 
be viewed as a temporary but urgent measure. 
However, there are real problems which face an 
adequate expansion of the public distribution system 
to cover the poor. They are mainly the burden on 
the budget entailed by the subsidies and the strain 
on the administrative system in the course of procure- 
ment and distribution. Ways of minimizing such 
burden can be considered here while the details have 
inevitably to be worked out in the context of each 
country. 


403. One way would be for the public distribution 
to be solely or largely confined both in urban and 
rural areas to coarse grains which are the staple diet 
of the poor; this does involve a marked change in 
a country like India where such coarse grains forms 
only about 10 per cent of the foodgrains procured 
for public distribution. Procurement of coarse 
grains from the producers is admittedly more difficult 
than that of rice and wheat in which organized 
markets exist. As against this, coarse grains are 
lower in price and, even if the rate of subsidy is 
higher than for other grains, the amount of subsidy 
can be lower. There can be variable subsidies ac- 
cording to target groups: grains distributed to the 
comparatively better-off industrial labourers through 
arrangements in the factory can carry a lower sub- 
sidy than those to agricultural labourers. One ob- 
vious way to minimize the amount distributed (and 
the subsidy) would be through appropriate timing, 
depending on the harvest season or when public 
works programmes are being executed. Problems 
still remain of the burden of subsidies on the public 
exchequer; in a vital area like this, however, highest 
priority has to be given in public expenditure to 
bear such costs. 


404. Formidable administrative problems still remain 
connected with procurement of foodgrains of a 


magnitude much larger than currently,®! distribution 
outlets, storage and transport and prevention of 
abuse. Some of these functions can be decentraliz- 
ed through other public organizations like the multi- 
purpose co-operatives in Sri Lanka, the Central Or- 
ganization of Rural Co-operatives and Urban and 
Rural Consumption Co-operative Organization as 
in Iran, and the National Agricultural Co-operative 
Federation in the Republic of Korea. 


405. Enlargement of the public distribution system 
will inevitably call for a much higher rate of growth 
in production than at present. Insofar as coarse 
grains are to assume greater importance, it will 
stimulate production in comparatively less developed 
dry areas. An increase in the amount procured and 
the price at. which it is procured can by itself 
stimulate production. Procurement price, normally 
below the market price, acts as a floor price which 
is of importance to small producers both in the 
avoidance of exploitation by middlemen and in the 
case of a falling free market price due to increased 
production. It is an effective floor price in that 
the amount procured, though often falling short of 
requirements, is a significant proportion of the food- 
grains marketed.% 


2. Small farmers 


406. A higher rate of growth of food production is 
both a condition and an implication of the strategy 
of growth with social justice, not merely because it 
is a requirement for an enlarged public distribution 
system. The swelling volume of landless labourers 
in many developing countries in the region has 
focussed attention on the structural changes taking 
place in their agriculture. Particularly in sharp focus 
is the question whether the ranks of landless are 
being augmented by peasantry dispossessed through 
increases in the size of large and medium land- 
holdings or through more capital-intensive modes 
of production in them, or both. The characteristics 
and the rate of such transformation will inevitably 
vary from country to country. 


°1 Schemes have been advanced for the equitable internal procure- 
ment of a much higher order of magnitude of foodgrains: for instance, 
in India, a graduated producers’ levy, based on the size of the family 
operational holding under cereal crops, applied to all cereal producers, 
with the diversion to commercial crops obviated by a levy, in terms 
of cereals, on commercial crop producers. I. S. Gulati and T. N. 
Krishnan, “Public distribution and procurement of foodgrains, a 
proposal”, Economic and Political Weekly, 21 February 1976. 

®? Currently the amount procured or purchased varies as a per- 
centage of production from country to country: in Sri Lanka from 
about one-half in 1971 to about one-fifth in recent years; in India 
about 9 per cent, which though small is a significant proportion of 
marketed foodgrains; government purchases and receipts in kind for 
tax payment and for fertilizers amounting to 10 to 15 per cent of out- 
put in the Republic of Korea; BULOG’s (Indonesia) purchase of rice 
amounting to about 4 per cent of local production; 10 per cent of 
domestic production of wheat barley and corn purchased by co-opera- 
tive agencies in Iran, 
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407. Given that even with.a big push industralization 
will not solve the employment problem, the growth 
strategy for the agricultural sector is faced with a 
broad choice between evolving an agricultural struc- 
ture into large- and medium-sized farms, with small 
farmers absorbed as labourers, or a strengthening 
of small farmers’ agricultural production and their 
subsidiary activities. If a strategy of development 
of small farmers is decided upon either on political 
grounds or on grounds of large and medium sized 
farms not generating adequate surplus to provide 
employment for the entire rural labour force, the 
small farmers production base has to be strengthened 
and their productivity increased. 


3. Small group action 


408. Problems in modernization of agricultural tech- 
nology were long considered as those of its diffusion 
among farmers. As awareness of modern technology 
spread faster than its adoption, there was extended 
debate on the desirable allocations of the limited 
modern inputs available, for instance on the pros 
and cons of reallocation in favour of small farmers, 
or in favour of areas of assured water supply or 
of thinning out of the available supplies throughout 
a country at the expense of optimal complementarity 
in inputs. There undoubtedly has to be continuous 
efforts at increasing the supply of modern inputs 
and at diffusion of efficient farm practices. Of late 
there has been increasing recognition of the con- 
tribution of poor environment to suboptimal yields 
and, in particular, of the small farmer’s lack of 
control over his physical environment in production. 
Thus the focus of attention has to shift from diffusion 
of technical knowledge, alone to organization of 
farmers also.®4 


409. The scale of operation has an important bearing 
on the efficiency of agricultural operations. The 
seed-chemical technology is generally considered to 
be scale-neutral.°° For each agricultural operation 
there seems to exist a certain convenient unit or 
size. The usual small-versus-large-farms arguments 
in the context of improved agricultural techniques 
appear rather simplistic when farm operations for 
improving the physical environment for production 
are considered. There is inevitably a certain inherent 


°8 For a discussion of these problems, sce ESCAP Economic and 
Social Survey of Asia and the Pacific, 1975 (United Nations publica- 
tion, Sales No. E.76.ILF.1). 

°4 For detailed discussion, see P. B. Krishnaswamy, “Micro-macro 
links in planning” (mimeo.) (Canberra, Australian National Univer- 
sity, forthcoming). 

°° K. Griffin, The Political Economy of Agrarian Change — An 
Essay on the Green Revolution (London, McMillan, 1974), chapter 2; 
V.K.R. V. Rao, Growth with Justice in Asian Agriculture (UNRISD, 
1974), p. 2. For a dissenting view, Rajvir Singh and R. K. Patel, 
“Returns to scale, farm size and productivity in Meerut District’, 
Indian Journal of Agricultural Economics, April-June 1973. 


degree of interdependence on the basis of which 
alone operations to improve their physical environ- 
ment, like land levelling, soil conservation, water 
sharing, drainage improvement or plant protection, 
can be carried out by farmers. The smaller the 
farm unit the greater the need for group action. 


410. There are instances in Asia where small compact 
group action is in practice, both in countries with 
socialized land ownership and private land owner- 
ship. In China, there has been a process of sub- 
division of communes into smaller ones (reportedly 
from a total of 24,000 in 1959 to some 77,000 in 
1961) with the production team as the basic unit. 
It is the production team, composed of some 20 
to 30 households living in a hamlet or a village, 
which owns the farmland and most of the farm 
tools and draft animals; in the vast majority of 
communes it is the basic agricultural production as 
well as basic “business accounting” unit. In this 
respect, higher level groupings like production 
brigades and communes seem to play largely a 
planning and co-ordinating role. 


411. In Japan, hamlet settlements (containing about 
50 farm families and not more than 100 if non-farm 
families are included) have been functioning for a 
long time and continue to play an important role 
in agricultural operations. According to one study,®® 
84 per cent of the hamlets spray their lands collec- 
tively and in 80 per cent of the cases, the Agricultural 
Practice Union (established by the hamlet to improve 
cultivation practices) organizes such operations. 
Fifty-eight hamlets are reported to make communal 
use of machinery and, in 80 per cent of these cases, 
the machinery is owned either by the Union or by 
the hamlet, rather than by the agricultural co-opera- 
tive which covers the whole village area. 


412. The problems that arise in the organization of 
compact groups for joint action are complex, as 
shown by the disappointing results of public exhorta- 
tion. Some illustrative problems are: the need for 
varying the size of groups for common action in 
various agricultural operations; the extent and modes 
of desired compulsion for the formation and opera- 
tion of such groups; the identification of the appro- 
priate catalytic agent and governmental assistance to 
such agents; the improvement of existing machinery 
like decentralized government units and the extension 
worker; the association of appropriate sections of 
the urban elite with farmers’ groups and the mean 
of such association etc. 


~ 88 T. Kukutake, Japanese Rural Society (translated by R. P. Dore) 
(London, Oxford University Press, 1967), pp. 81-93. 
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4, lLamdless labourers 


413. A small-farmers development strategy will 
diminish the influx into the ranks of the landless 
of the small farmers who are dispossessed of their 
land. Also the inherent superiority of small over 
large farms is generally attributed to better manage- 
ment practices and intensive use of labour; in 
practice, much would depend on soil conditions, 
irrigation facilities etc. Insofar as the small farmers 
are supplied with the modern inputs, there should 
be a decrease in additions to agricultural labourers 
as small farmers can get adequate employment on 
their own farms. 


414. Pursuit of growth with social justice should lead 
to increased demand for mass consumption goods 
and should lessen the artisans and other workers 
who join the ranks of agricultural workers. How- 
ever, if, as pointed out above, technological progress 
in developing countries would for quite some time 
have to be in the production of mass consumption 
goods, the increase in job opportunities in the cottage 
and small-scale: industries may not keep pace with 
their output. 


415. Public works programmes directed towards the 
rural poor have usually not succeeded in the deve- 
loping economies. One central reason to be noted 
here is the hold of private property right in land 
which can create enormous legislative delay and 
more fundamentally, the beneficiaries of land deve- 
lopment and state investment are usually the private 
land-owners through rising land value etc. Since the 
government cannot often recover the cost of land 
improvement from them, the public works program- 
mes can seldom become self-financing and viable. 
Further, the same private property right in land 
stands in the way of optimal use of public irrigation 
work, by obstructing construction of secondary and 
minor channels through the private fields. 


416. Public work is known to be one of the very 
few avenues really open for mass mobilization for 
development and there has to be control over those 
aspects of private property rights in land which 
stand in the way of organizing collective public 
works on a self-sustaining basis. At the same time, 
the labour-absorptive capacity of public works pro- 
gramme should not be overestimated. Construction 
(which is the form most public works take) accounts 
for a small proportion of total employment in de- 
veloping countries and, apart from the problems in 
formulating financing and locating such projects, 
many of the construction works have been found 
to require a combination of machine-intensive and 
labour-intensive techniques, if the returns, even on 
a “social-cost” basis, are to be satisfactory. 


417. There is a consensus that land reforms are 
important both on grounds of equity and efficiency 
but that their implementation has not been adequate. 
The major thrust in land-reform legislation has been 
in consolidation of smallholdings, reform of rent and 
tenancy conditions and, more fundamentally, redis- 
tribution of land. Thus landless labourers cultivating 
land on lease, and as small tenant farmers, could 
benefit by such legislation. What has not been 
explored is the immense scope for employment in 
land improvement, bringing into fruitful co-operation 
the scarce social asset like land with surplus labour. 
One possible way is through small group action 
discussed above. 


5. Delivery of social services 


418. In terms of directly relieving human misery, 
one of the most urgent tasks is the delivery of social 
services, like health care and education, at the most 
decentralized level, particularly in the countryside. 
Transformation of the existing rural institutions to 
provide for broader local participation would en- 
hance the effectiveness. Where existing institutions 
like co-operatives or local governments are over- 
burdened, there have to be imaginative new approa- 
ches to the problem. For instance, educational 
institutions in the rural areas, with their curricula 
changed to be more relevant to the rural environment 
and working conditions, can also play an active part 
in training rural health workers and organizing group 
action for the improvement of sanitary conditions 
and in training general community workers from 
rural areas. This would call for radical modification 
of not only the curricula of rural schools but also 
of existing methods of training the school-teachers. 
In such decentralized arrangements there are the 
familiar problems of adequacy of finances for these 
institutions.°7 


6. Refashioning traditional instruments 


419. Fiscal policy, properly designed and executed, 
can play a role in bringing about a favourable pro- 
labour-factor mix. Policy measures which have been 


®” Here, the experience of China is apposite. J. Ratnaike, “Educa- 
tion for rural development” (Bangkok, UNESCO Regional Office for 
Education in Asia, 1973) (unpublished paper), p. 36. ‘The respon- 
sibility for imparting primary education in the rural areas rests pre- 
dominantly on the Production Brigades who must secure most of the 
financing from within the Brigade. Factories and farms have schools. 
The schools help to meet their own expenses while ‘reuniting with 
the labouring masses’, and have been inaugurating their own factories 
and small farms in turn. The schools are thus self-financing and 
universally free in terms of direct costs as well as, to a very large 
extent, indirect costs. With the philosophy and operation of the 
Commune, . . . the education system at the primary level has been 
cast in a new, practical and relevant mould.” 
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suggested in this regard are, for example: complete 
withdrawal of all fiscal incentives related to the 
employment of capital, complete disallowance of 
interest as expenditure for tax purposes, substantial 
reduction in the incidence of corporation tax on 
industries producing goods of mass consumption and 
reduction in the incidence of excise duty and other 
indirect taxes on these goods. Even if such a 
package programme is implemented, there remains 
the problem of mobilization of surplus from a large 
number and variety of small-scale units. At the 
same time there persists the problem of mobilization 
of surplus from the well-to-do farmers, which is still 
to be solved successfully in many developing ESCAP 
countries. 


420. The effectiveness of interest rates in stimulating 
aggregate savings is still to be proven in the context 
of developing countries, though there are instances 
where sudden and large increase in interest rates 
have brought about higher savings. However, there 
is a consensus that interest rates do influence the 
form in which savings are held. Where interest 
rates are kept low as conduits for money flows to 
stimulate economic activity there has to be an 
imaginative array of financial institutions and induce- 
ments for the increase in income to flow back into 
the organized financial sector; also, where such low 
interest rates lead to formation of real assets, like 
land improvement, there may be a time lag in 
increase in income consequent on such capital 
formation. Low interest ‘rates can lead to consump- 
tion loans; but they have the advantage of preventing 
the alienation of limited assets from small and 
marginal farmers and their concentration in the 
hands of money-lenders, traders or big landlords. 


421. To take another example of a conventional 
policy instrument, industrial licensing has generally 
been aimed at dispersing industries away from crowd- 
ed industrial areas, often with the aim of locating 
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them in backward areas. Dispersal of industries to 
rural areas has sometimes been achieved with some 
small measure of success. Industrial licensing policy 
can be an important instrument to enforce adapta- 
tion of the technology of such industries to reduce 
their scale to the local market, to utilize the locally 
available raw material, sources of energy, skilled 
labour and maintenance capacity. A symbiosis with 
the rural areas, their resources and requirements, is 
necessary if the enormous potential of rural inven- 
tiveness is to be tapped. It is important that narrow 
considerations of economic cost should not come 
in the way of the establishment, preferably on a 
smaller scale than is conventional, of basic industries 
like chemical, steel and machine tool industries on 
as decentralized a scale as possible to support the 
dispersal of industries to the rural areas. 


7. Organizing mass participation 


422. In the discussion of policy instruments for 
growth with social justice, mass participation emerges 
as a powerful instrument. The organizational struc- 
ture required to evoke and channel mass participation 
in the development process has necessarily to be 
decided by the countries in the light of their own 
socio-economic and political conditions. Yet such 
organizational structures do not arise spontaneously 
and this problem has to be faced squarely. The 
stimulus to such organization can come from the 
national bureaucracy, local government institutions, 
community workers, students or the military. The 
areas where the bureaucracy has to take the initiative 
in establishing, fostering and, when necessary, with- 
drawing from such organizational structure are 
important decisions to be made in national develop- 
ment administration, as discussed in the preceding 
chapter. Illustrative of the problems in bureaucracy- 
led organizational structure are those of responsive- 
ness of local bureaucrats to local needs. 


IV. ECONOMIC CO-OPERATION AMONG DEVELOPING COUNTRIES (ECDC) 


423. The Declaration on the Establishment of a 
New International Economic Order has set in motion 
an irreversible process, marking the beginning of a 
new pattern of bargaining and negotiation by 
developing countries with developed countries. 
Basic to this process is the collective self-reliance 
among developing countries, on a subregional, re- 
gional and interregional basis. The objective of 
collective self-reliance goes beyond the forging 
among developing countries of negotiating positions 
and proposals for the North-South dialogue. 
Co-operation among developing countries extends 
the area of self-reliance beyond national boundaries; 
thereby it will accelerate the mobilization of their 
own resources and hasten the process of structural 
transformation on patterns suited to their own styles 
of development. The basic thrust in collective self- 
reliance is towards a larger and more decisive 
voice over their own destiny, reducing the impact of 
often uncertain and sometimes excessive external 
influences and controlling the areas and conditions 
of external assistance still vitally needed.! 


424. In the ESCAP region, several important deve- 
lopments have recently indicated an increase in 
economic relations between the Asia and Pacific 
region’s developing countries. These developments 
include bilateral trade arrangements between paris 
of countries, the establishment of the framework to 
expand intraregionai trade in a broader context and 
the formation of subregional groupings for either 
specific or general economic purposes. 


425. Producers’ associations in the ESCAP region 
have by now accumulated enough experience to 
move forward to the formulation and implementation 
of operational programmes for stabilizing and en- 
hancing export earnings. There has been so far no 
subregional industrial project among ASEAN 
countries; however the five member States of 
ASEAN are now moving towards the operational 
formulation of subregional considerations for en- 


* As the Secretary-Gencral of the United Nations observed in his 
address to the Conference on Economic Co-operation among Deve- 
leping Countries, Mexico City, 13-22 September 1976; “It has been 
apparent for some years that national development would have to 
become more self-reliant if it was to proceed with greater speed and 
better adaptation to local conditions. The term self-reliance, of 
course, ¢Mcompasses djffcrent meanings for different people and 
societies. For most countries it has meant an effort to become less 
vulnerable to the fluctuations of world markets, by diversifying their 
economies and reflects their overwhelming desire to increase the capa- 
city for autonomous decision-making. For some, self-reliance has 
aiso meant a new pattern or style of development as it was felt that 
excessive dependence on world markets or external finance was not 
conducive to the achievement of social equity, better income distribu- 
tion and maximum employment. It is obvious that collective en- 
dcaveurs can significantly enhance the pursuit of these objectives.” 


suring the viability of carefully chosen industrial 
projects. Also there are indications of active interest 
of the three Regional Co-operation for Development 
(RCD) countries in their agreement a decade earlier 
towards establishing industrial integration on a 
broad front. 


426. In addition, the potentialities for dynamic ex- 
pansion of the bilateral trade which has recently 
commenced or expanded between China and several 
of its Southeast Asian neighbours, and between 
member of OPEC, in particular Iran, and other 
developing ESCAP countries, should not be under- 
estimated. Nor should the potential of the trading 
framework provided by the entry into operation of 
the Asian Clearing Union and the signing of the 
Bangkok Agreement on trade negotiations. 


427. In addition to such trade and industrial co- 
operation, there was continued development 
assistance by some developing ESCAP countries to 
their poorer or less _ technologically-advanced 
neighbours. Some “least developed countries” 
co-operation. Iran has become another important 
source of assistance; also Indonesia and other 
developing ESCAP countries have contributed 
financially to various multilateral projects. 


428. If the progress towards regional and sub- 
regional co-operation has been slow, interregional 
co-operation has been much more halting. Projects 
for interregional co-operation have been identified 
and committed to by developing countries at the 
highest political level; studies are in procress under 
the collective guidance of developing countries. 
There has to be intensification of contacts among 
developing countries for translating them into 
specific and agreed programmes and project.” 


429. Collective self-reliance, it is increasingly re- 
cognized, has to encompass not only co-operation in 
production and trade but also human resource 
development. Thus an important component is 
technical co-operation among developing countries 
(TCDC). Technical assistance in various forms 
from one developing country to another is not a 
new concept. However, there is welcome re- 
cognition of the scope for expansion of such mutual 


? For the contributions that United Nations regional economic com- 
missions can make to the objectives of horizontal economic co-opera- 
tion among developing countries, see the statement of the Executive 
Secretary of ECLA to the Conference on Economic Co-operation 
among Developing Countries, Mexico City, 13-22 September 1976 
(A/C/2/31/7/Add.1), annex VIII, pp. 1-12. 
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assistanc and the need for effective ways of 
mobilizing it. 


430. The main advantage of TCDC is the possibility 
of having technical know-how adapted to the needs 
of developing countries and it should not be 
difficult to secure and know-how at less cost from 
developing countries. Pooling of such know-how 
through interregional, regional and subregional in- 
stitutions can have expanded multiplier effects. 
There has to be increased knowledge of the 
availability of such know-how among the developing 
countries and willingness to accept it on the part of 
developing countries, accompanied by readiness to 
accord preferential treatment to it. 


A. REGIONAL AND SUBREGIONAL 
CO-OPERATION 


1. Trade and finance 


431. Progress on trade in goods and services is both 
the most important form and the most visible in- 
dicator of economic co-operation among developing 
countries. The level of intraregional trade among 
developing ESCAP countries has never been more 
than a fifth of their collective total exports. Several 
initiatives have been taken by developing ESCAP 
countries in co-operation, towards expansion of in- 
traregional trade and increase in exports in general, 
which are briefly reviewed below. 


(a) The Bangkok Agreement 


432. The ESCAP Trade Negotiations Group (TNG), 
within the framework of the Asian Trade Expansion 
Programme, achieved its first notable multilateral 
success during the 1975-1976 biennium with the 
signing of the First Agreement on Trade Negotia- 
tions among Developing Member Countries of 
ESCAP, generally referred to as the Bangkok 
Agreement. The original signatories were the 
Governments of Bangladesh, India, Lao People’s 
Democratic Republic, the Philippines, the Republic 
of Korea, Sri Lanka and Thailand. Though a 
modest beginning with seven signatories and a re- 
latively small group of products, this may pave the 
way for a new era in trade and development in the 
ESCAP region, and is a potential contribution to- 
wards the objectives of the New International 
Economic Order. It aims to provide immediate 
concessions and a framework for the adoption of 
further mutually beneficial trade liberalization 
measures, notably product-by-product tariff and 
non-tariff concessions, among participating ESCAP 
countries. In addition, it provides for expansion 
and diversification of reciprocal trade through co- 
operation in customs administration, anti-dumping 
regulations, tariff momenclature and drawback 


arrangements. Special concessions are to be pro- 
vided to least developed countries such as the Lao 
People’s Democratic Republic and for the output of 
industries figuring in subregional or bilateral in- 
dustrial arrangements. 


433. The Bangkok Agreement entered into force on 
17 June 1976, with the ratification of the Agree- 
ment by Bangladesh, India, the Republic of Korea 
and Sri Lanka. A fifth original signatory, Lao 
People’s Democratic Republic, ratified the Agree- 
ment in December 1976. Country lists of conces- 
sions varied from 11 to 20 products, plus up to 
two special concession products to a least developed 
country, with about two-fifths of the total being 
manufactured products. The general concessions 
covered more than a third in rates which were pre- 
viously around 150 per cent and reductions to zero 
for products with binding at low former rates. Most 
of the special concessions were modest. 


(b) Co-operative trade expansion 


434. Regular trade and market information services 
and technical advisory and related services in con- 
nexion with the MTN extercise, provided by the 
ESCAP secretariat, offer many opportunities for 
joint export-promotion measures and formulation 
of joint negotiating positions by ESCAP developing 
countries. Noteworthy is the formal adoption of a 
joint co-ordinated approach by ASEAN in its 
negotiations with EEC and the operation until re- 
cently of ASEAN trade centres in each of their 
capitals. 


435. Although the most important achievement of 
the TNG exercise has been the Bangkok Agreement, 
it has also acted as an umbrella to a series of 
bilateral arrangements among pairs of its dozens of 
participants. | Meanwhile, outside the framework 
of TNG, several notable arrangements involving two 
(or sometimes three) countries have been concluded 
in the developing ESCAP region in recent years: 
petroleum from China, the exchange of rice for 
petroleum between Thailand and Indonesia, bilateral 
trade agreements as between Thailand and India, 
and an interesting triangular arrangements involving 
China’s supply of Burmese rice in exchange for Sri 
Lankan rubber. 


(c) Clearing and reserve mechanisms 


436. Among recent moves to assist the expansion of 
intraregional trade through financial and monetary 
arrangements, the most institutionally successful has 
been the establishment of the Asian Clearing Union 
(ACU), which came into operation in late 1975 
several years of consideration. ACU, like its 
counterpart in Latin America, is an agreement 
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among central banks and monetary authorities to 
establish a system for clearing payments among the 
participating countries on a multilateral basis. In 
addition it provides a context for further monetary 
co-operation in the region. An _ important 
characteristic is its objective of encouraging the use 
of local rather than international currencies for 
payments and money transfers — in order to reduce 
transfer costs and pressures on foreign currency re- 
serves. The unit of account used by ACU is the 
AMU the value of which is equivalent to 1 SDR. 


437. Although it has only six mmebers so far, these 
comprise all the countries of South Asia, notably 
those for whom balance-of-payments problems have 
made intraregional trade specially hard to develop. 
A seventh member, Burma, has decided to join 
ACU and is expected to participate in the clearing 
arrangements very shortly. The volume and value 
of trade transactions settled through ACU has yet 
to become a significant proportion of the trade of 
the member countries in the subregion, partly 
perhaps on account of the exclusion of petroleum 
and gas products from its terms of reference. 


(d) Insurance and export credit 


438. Among trade-related co-operative measures 
with respect to financial operations, some effort has 
been made in the field of insurance but very little in 
that of export credit. Institutionally at least, pro- 
gress has been made in the RCD subregion with the 
objective of collaborating to reduce foreign exchange 
payments and to improve the standard of insurance 
services. 


439. At the regional level, the biennium has 
witnessed decisions reached for the establishment of 
an Asian Reinsurance Corporation (ARC). A draft 
agreement to establish ARC together with three pro- 
tocols and a unanimous decision to locate the head 
office of ARC in Bangkok was agreed at the Second 
Round-Table Meeting on an Asian Reinsurance 
Corporation held in Bangkok in December 1976, 
attended by 12 ESCAP developing countries. ARC 
is expected to reduce the outflow of foreign ex- 
change through co-operation among developing 
ESCAP countries in increasing their capacity to 
retain their insurance business. 


(e) Development banking 


440. Apart from the co-operative mechanisms 
primarily aimed at facilitating trade, a major form 
of financial and monetary co-operation in the region 
is in the field of development banking to assist in- 
frastructure and industrial expansion. Noteworthy 
in this respect is the indication of willingness by 


ADB to assist the ASEAN group in the financing 
of economically and technically visable projects 
among the regional industries which are to be 
established. During 1975-1976 it has already 
provided grants to regional institutions and pro- 
grammes concerning rice and vegetable research, 
training in development banking, harbour manage- 
ment and planning, fish marketing, up-dating the 
Asian Agricultural Survey and the subregional Nam 
Ngum Hydropower Project in Lao _ People’s 
Democratic Republic. Also during the biennium, 
both the ADB and ESCAP have lent support to 
co-operation among national development banking 
institutions, leading towards the establishment of an 
Association of Industrial Development Banks. 


2. Transport and communications 


441. Progress in regional co-operation in transport 
and communications is expected to be a major 
factor in the development of co-operation in the 
Asia and Pacific region in many fields, including 
especially the facilitation of intraregional trade. 


(a) Highways 


442. A substantial regional effort in this regard has 
been the Asian Highway network which is now 90 
per cent completed. Missing links of 3,683 km remain 
after the total length of all routes was increased by 
1,715 km in the first half of the present decade. 
The length of high-priority routes rose by 176 km, 
but progress on up-grading roads from lower to 
higher categories was well behind target levels. The 
project has accomplished a wide range of ancillary 
technical and advisory activities. However, a pro- 
grammed study on the costs of construction, main- 
tenance and road transport has been postponed. 
Recent changes have occurred in both the nature 
and the organization of the project, placing more 
emphasis on feeder roads and other rural transport 
rather than on regional co-operation in highways 
development. - 


(b) Railways 


443. The 1975-1976 biennium has also witnessed 
an important modification of the ESCAP Trans- 
Asian Railway project. Emphasis is now placed 
on developing an intermodal network linking farm- 
to-market rural feeder roads with rail-heads and 
augmenting the railway infrastructure to complete 
transport chains from rural areas to centres of con- 
sumption distribution and export-import. Neverthe- 
less ESCAP member countries’ interest in the Trans- 
Asian Railway and connected rail links has re- 
mained fairly strong. By the end of the Second 
United Nations Development Decade the full route 
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from Bangladesh to Turkey (and therefore to con- 
nections with the ECWA region, European and 
USSR networks) is expected to be completed. In 
particular, the RCD plans to link Karachi and 
Ankara, via Tehran. In Southeast Asia, Thailand 
has opted for the northern route to Burma where 
the main missing link occurs in the whole network. 
Indonesia is to be connected to the mainland system 
by a ferry from Penang to Sumatra. Meanwhile 
Radio Hanoi has announced a communique which 
provides for a rail-link to connect the land-locked 
Lao People’s Democratic Republic with the Socialist 
Republic of Viet Nam’s Da Nang sea-port. 


(c) Shipping and ports 


444, Important developments have been undertaken 
or planned in the field of shipping. The RCD 
Shipping Services have continued to develop, 
operating on subregional routes and providing a 
service to the United States of America. Solid 
moves are being made towards the establishment and 
operation of a Pacific Forum Line among the 
member countries of SPEC, aimed at improving 
shipping services within the South Pacific. In 
Southeast Asia, moves are afoot to develop a 
shipping pool or liner conference which could join 
and influence existing international shipping con- 
ference. 


445. Considerable economies of scale in transport 
to markets could be realized if bulk-handling 
and shipping facilities were available. The potential 
reduction in freight per ton can be expected to be 
substantial and would make the products more 
competitive as compared with substitutes. Thus 
the ongoing study in ESCAP on establishment of re- 
gional bulk-handling facilities at selected ports is 
very useful. The current tendency is to undertake 
the modernization of ports on a national basis. If 
bulk-handling and shipping facilities are to be ex- 
ploited fully for the benefit of all, it is very necessary 
that plans for port development within the region 
should be co-ordinated. 


446. The co-operation of shippers of various com- 
modities will be useful in realizing the potential re- 
duction in transportation costs of raw materials. 
In examining plans for port development and in the 
setting-up of bulk-handling facilties, the shippers’ 
view should also be taken into account and an early 
establishment of a regional federation of shippers’ 
council is necessary. 


(d) Telecommunications and postal services 


447, The need for an economically viable, regional 
telecommunication network has been felt by a 
majority of ESCAP member Governments over the 


past decade. Recent progress has been on two 
fronts: detailed planning of an integrated Asian 
Telecommunications Network covering most ESCAP 
countries and preparation for the establishment of 
an Asia-Pacific Telecommunity to provide per- 
manent co-operative machinery for the network and 
other regional activities. | Active co-operation in 
postal services also has continued at both regional 
and subregional levels during the biennium and 
consideration is being given to new institutional 
developments to enhance this further. 


(e) Tourism and air-traffic 


448. There is no broad regional organization to 
promote tourism, except the private-sector Pacific 
Area Travel Association. In ASEAN, some pro- 
gress has been made in joint advertising abroad, in 
plans for joint marketing and promotional activities 
and use of aviation training centres in Thailand and 
Indonesia. Unfortunately, there appears no indica- 
tion of substantive co-operation among the airlines 
of the subregion. The joint promotion of tourism 
among the three RCD countries, one of the original 
objectives of the 1964 Istanbul Statement, has re- 
cently begun to be implemented; and there is limited 
co-operation among the three national airlines, Iran 
Air, PIA and THY, including consideration of the 
establishment of a joint RCD airline. 


3. Raw materials and commodities 


(a) Approaches 


449. The needfor co-operative action on com- 
modities by producing developing countries has 
been strongly emphasized in the Declaration on the 
Establishment of a New International Economic 
Order. Producers’ associations among the ESCAP 
developing countries have been functioning for quite 
some time now: two producers’ associations, the Asian 
and Pacific Community (APCC) and the Pepper Com- 
munity (PC) formed at ESCAP’s initiative; the 
Association of Natural Rubber Producing Countries 
(ANRPC) formed at the initiative of its member 
Governments; and the South East Asian Lumber 
Producers’ Associations (SETLPA) brought into 
being by the members of lumber producers’ associa- 
tions on their own initative. 


450. Among the other agricultural commodities for 
which producers’ associations can be considered are 
tropical hardwoods, palm oil and tapioca. _Pre- 
liminary efforts at regional co-operation among 
tropical hardwood-producing and exporting coun- 
tries have taken place. The region’s major hard- 
wood-producing countries have in an inter-govern- 
mental meeting, urged that the framework of 
regional co-operation should initially include only 
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the hardwood log-producing countries; other 
countries in the region have called for consultations 
among hardwood-producing countries to be followed 
by intergovernmental consultations on a regional 
basis. Although no institutional progress has been 
made on an intergovernmental level during the 
bienniun, the possibilities of regional and subregional 
co-operation are under continuing study. Meanwhile, 
the council of SEALPA has been operating a system 
of voluntary control over exports of logwoods, with 
export quotas reportedly based on the average of 
logwood exports in the recent past. In one in- 
stance, Malaysia, the Philippines and Indonesia have 
conducted joint negotiations with Japan in order to 
co-ordinate quantities supplied. 


451. In regard to minerals, there is scope for re- 
gional commodity co-operation among natural 
gas-producers (Bangladesh, Indonesia, Pakistan and 
others); this may be undertaken to start with as part 
of arrangements for regional industrial co-operation 
in the fields of chemical fertilizers and other gas- 
based products. The only other minerals in which 
the ESCAP region is a significant producer are iron 
ore, maganese ore and to a lesser extent phosphates, 
copper and bauxite, for some of which producers’ 
associations exist outside the region. 


452. In addition to the commodity community 
approach, other modes of regional and subregional 
co-operation are being explored actively. The 
ASEAN countries have emphasized co-operation in 
basic commodities, particularly food and energy, 
through the according of priority to member 
countries in supply and purchase, and the inten- 
sification of co-operation in production and in 
removal of external barriers to trade expansion. 
Several arrangements for the concessional supply of 
rice and petroleum in emergency situations had 
already been made among Thailand, Indonesia and 
the Philippines within the ASEAN context. It is 
the intention of SPEC to provide commercial and 
technical assistance to South Pacific islands in the 
production of and trade in bananas, coconuts, 
vegetables, pulses, kava, ginger etc. 


453. Another approach to commodity problems is 
the expansion of intraregional trade through an 
appropriate mechanism of concessionary sales. 
Such a machanism exists in the case of rice. How- 
ever, the Asian Rice Trade Fund, the current 
members of which are five net rice-importing 
countries, has remained inactive in the absence of 
both the accession of the rice-exporting countries in 
the region and the acquisition of capital needed for 
its initial operation. 


454. An instance of co-operation among producers 
of a commodity covered by an international agree- 


ment is the preparation for an establishment of 
South East Asian Tin. Research Development 
Centre. The work of the new Centre to be 
established at Ipoh, Malaysia, will be concentrated 
on exploration, mining, evaluation and beneficiation 
technology, smelting and product development, 
rather than on marketing or price regulation. The 
Centre’s operations are expected to be below ex- 
pectations due to UNDP financial constraints but 
some activities are expected to commence in 1977. 


455. Jute and jute products are major exports of 
some developing countries of the region. While the 
producers in the region, who account for a lion’s 
share of world output, favour an international agree- 
ment in the context of the UNCTAD integrated 
programme of commodities, progress has been 
made towards the establishment of Jute Inter- 
national with comprehensive terms of reference, in- 
cluding production, marketing, research and deve- 
lopment in production and consumption and price 
stabilization. It is hoped that Burma and Thailand 
would join Bangladesh, India and Nepal in its 
establishment. 


(b) Co-operation in commodities: 
problems and policies? 


456. Regional and subregional co-operation in com- 
modities has been found fruitful, the major thrust 
so far in the initiatives and steps taken being the 
producers’ associations. 


457. The prerequisites for establishing a producers’ 
association, it is generally held, is the proportion of 
the control of the production and export of the 
commodity that the members of the association can 
command, as for instance in natural rubber, coconut, 
pepper and timber exports from ESCAP region. 
Based on this criterion, palm oil and tapioca offer 
potentialities for the formulation of producers’ 
association. Even if the members do not control 
a “large” proportion, conditions are favourable for 
the establishment of a producers’ association if the 
commodity satisfies an essential demand. The 
essentiality can be of different forms. For instance, 
if a large proportion of demand in a particular 
market is met by suppliers who are situated 
favourably with regard to transport conditions, the 
large importer will not find it easy to switch the 
source of supply. Or within a narrow range of 
specific demand, a commodity like coconut oil may 
be highly essséntial for the users, though on a wider 
front it may have substitutes. Thus the command 


3 Report of the Working Group Meeting on Raw Materials and 
Development, UNCTAD/ESCAP Project (RAS/74/046), November 
1975, Bangkok; UNAPEC, Reports of the Expert Group Meeting on 
Producers’ Associations (Mexico City, May 1976) (Addis Ababa, 
July 1976). 
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over supply necessary for the setting-up of a pro- 
ducers’ association has to be carefully intrpreted, 
and it is indeed amenable to precise econometric 
analysis. 


458. Frequently, in producers’ associations there is 
found a single or a small number of producers who 
are dominant in production and exports like 
Malaysia in natural rubber and the Philippines in 
coconuts; generally they are technologically most 
advanced in the group and more developed in other 
ways. The cohesion and success of the producers’ 
community would depend on their willingness to 
share freely with other members the benefits of the 
progress. 


459. There has to be the equitable sharing of the 
benefits of the producers’ association among its 
members, who are likely to be at differing stages of 
development. When common policies are adopted 
by an association, as for instance in fixing prices or 
export quotas, they may affect the member countries 
unequally. It is not difficult to formulate and im- 
plement policies which can differentiate in favour 
of the less developed among the members or com- 
pensate them in other ways. Such considerations 
will assume importance when the existing producers’ 
associations implement joint policies on production 
and stabilization of supplies to external markets. 


460. In many of the developing countries and in the 
production of many primary commodities small 
producers account for a large share of output. 
Generally producers’ associations have programmes 
for helping the small producers as in the case of 
APCC, PC and ANRPC. But reaching the small 
producers is a complex task requiring continuing 
and expanding efforts. 


461. It could very well be that the large producers 
in a developing country have common interests with 
transnational corporations, directly or indirectly. 
When, in producers’ associations, developing 
countries extend mutually beneficial concessions to- 
wards each other, the transnationals established in 
one of the member countries could take advantage 
of the concessionary arrangements to extend its 
activities in other members of the group. The pos- 
sibilities are real in the case of co-operative arrange- 
ments in the private sector. The likelihod of such 
possibility and the scope and form of joint action 
are still to be studied by the producers’ communities 
in the region. 


462. Generally, agricultural commodities are more 
subject than minerals and metals to easier condi- 
tions of excess supply and are subject to severe 
competition from synthetics and substitutes produced 
in developed countries or in other developing 


countries. Co-ordinated action is more difficult in 
the case of agricultural commodities whose produc- 
tion and supply is dispersed over a larger 
geographical area, as in the case of oilseeds and 
oils, and where small-scale operations are significant 
in all the areas of production. Thus the long-term 
viable solutions to problems of such commodities, 
faced by their producers’ associations, are improve- 
ment in productivity, co-ordination of production 
and market supply and research and development 
and shift away from excess production to diversifica- 
tion and processing. The producers’ associations 
in the ESCAP region, covering as they do 
agricultural commodities, have concentrated their 
efforts initially at dissemination of information on 
production problems; they have to extend their 
scope to study the economics of alternative land use 
and comparative costs of production among various 
members for co-ordinating production in line with 
international demand. 


463. Another area to which producers’ associations 
have devoted their initial attention concerns the pro- 
blems of external marketing. A notable example is 
the drawing-up of internationally specified standards 
for natural rubber. Collaborative action in grading, 
quality-control and packaging of pepper is still to be 
undertaken. Producers’ associations in the ESCAP 
region continue to need up-to-date information on 
export markets and formulation of relevant opera- 
tional programmes. Two such areas are product 
development to suit specific and new end-uses and 
ensuring stability in supply through co-ordinated 
marketing. The activities of any one of the mem- 
bers, as Malaysia’s in the case of natural rubber, can . 
be expanded by participation of other members of 
a producers’ association. Also, there is not much 
information available on the marketing structures in 
importing countries which influence the spread 
between “the export price of the exporting country 
and the price to the consumer in the importing 
country”. The problems of efficient internal 
marketing require continuing action; they are being 
kept under review by all the producers’ communities 
in the region. 


464. In the sphere of stabilization of prices, pro- 
ducers’ associations have not made rapid progress. 
Only ANRPC has advanced to the stage of taking 
active steps for supply management through a buffer 
stock and rationalization of supply. At the same 
time, some of these associations have made studies 
of methods to influence commodity prices with a 
view to stabilizing them; the ways of protecting 
their purchasing power over development needs are 
still to be studied. There seems to be an agreement 
that beginnings should be made with control over 
speculative movement of prices. ‘The other measures 
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studied include harmonization of export policies, 
building-up of national stocks by producers to avoid 
leverage by stock-building by consumers and co- 
ordination of national stocks; the studies are still to 
be translated into action programmes. 


465. Slow progress is being made by the producers’ 
associations with regard to the various supplements 
to stabilization schemes like long-term contracts, 
joint marketing arrangements, export quotas with 
co-ordination of production plans and increase in 
trade amongst developing countries themselves. 
With the successful conclusion of the Bangkok 
Agreement, there can follow action for reduction of 
not only tariff but also non-tariff barriers in the 
way of expansion of intraregional trade. The 
difficulties in concessionary sales, as means of pro- 
moting intraregional trade, have already been alluded 
to with respect to the Asian Rice Trade Fund (see 
paragraph 453). 


466. While the advantages of intraregional co- 
operation in establishment of processing industries 
at higher stages are well-known, the progress and 
the role of producers’ associations in this respect, 
have fallen short of possibilities as well as require- 
ments. For instance, studies of increased processing 
of coconuts are confined only to pilot projects so far 
and the possiblities of co-operation in establishing 
joint ventures in rubber manufactures are still to be 
actively pursued. Particular attention is required 
to ensure the many incomparable advantages of 
mobilizing financial and technical resources from 
amongst the developing countries, with preferential 
treatment to the sources from developing countries. 


467. Regional and subregional collaboration among 
producers in research and development is essential; 
such efforts should not be left to the transnational 
corporations. There is a great need for producers’ 
associations to formulate common programmes, 
avoiding duplication of efforts at national levels, and 
to seek assistance from multilateral aid agencies. 


468. There is an urgent need for co-operation in 
solving shipping problems, intraregionally and in- 
terregionally. The producers’ associations have to 
pursue vigorously co-operative schemes for bulk- 
handling and shipping and for co-ordination of 
national plans for port development along the lines 
of the schemes formulated by ANRPC. 


469. There are obvious advantages in enlarging the 
membership of a producers’ association by including 
all the major exporting developing countries. 
Where the agreement of the producers’ association 
so permits, such enlargement should take place as 
early as possible as in the case of PC. Where the 
existing agreements to do not permit, consideration 
has to be given to their amendment. 


470. The technical manpower of the secretariats of 
the producers’ associations has to be strengthened. 
Also, there are great advantages, as shown by the 
example of APCC in setting up a standing committee 
of representatives of members at an exclusively 
technical level. The regional commissions of the 
United Nations have a vital role to play in assisting 
the associations. The area where strengthening is 
urgently needed by many producers’ associations is 
adequacy of financial resources. It will be in tune 
with the principle of self-reliance if the resources 
are raised by the associations themselves through, 
for instance, a modest levy on exports. 


4. Industrial integration 


471. The advantages of industrial integration among 
groups of developing countries are by now well- 
recognized. Desirable as it is in principle, several 
important difficulties seem to continue to impede 
progress towards industrial integration in its various 
forms, even at subregional level with all the political 
will and compatibility in economic systems and 
socio-cultural values. 


472. From an over-all perspective, there is the 
familiar nationalism of newly emergent nations, re- 
luctant to realy on neighbours for important com- 
modities or impressed by the relative success of 
import-substitution strategies of some countries in 
basic industries which, however, have large domestic 
markets. There is the desire of countries, large but 
not industrially well-developed, to establish a wide 
range of basic industries of their own as a basis for 
their long-term industrialization. A major problem 
lies in the identification of the industries most suit- 
able for co-operation, even by largely economic 
criteria. Directed co-ordination of industrial plans 
on the basis of an individual country’s comparative 
advantage may be difficult as many economies are 
competitive rather than complementary. The pur- 
suit of appropriate distribution of production 
facilities through reduction of trade barriers and free 
markets is often faced with resistance by a powerful 
entrepreneurial class accustomed to operating pro- 
fitably in the shelter of protective tariffs. However, 
by the mid-1970s, the difficulties in import-substitu- 
tion policies faced by developing countries pro- 
gressing beyond the easy stages may have dimmed 
their enthusiasm for import substitution on a re- 
gional basis and turned them towards establishment 
of export industries. 


473. Among groups of developing countries, the 
experience of the Central and South American re- 
gions stand out in the active pursuit of co-operation 
in trade and industry. Several formal intergovern- 
mental arrangements have been concluded and a 
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substantial number of multinational joint-ventures 
and production-sharing programmes have begun 
across a broad spectrum of industrial activity. 
Among the more serious problems faced by these 
arrangements has been the need to ensure pre- 
ferential, or at least equal, treatment for regional 
vis-a-vis domestic investments. Also, although the 
integration schemes have given an important stimulus 
to co-operation, there have been other, national 
efforts which have contributed significantly to what 
has been achieved so far. Multinational ventures 
outside the ESCAP region have been sponsored also 
by the various Arab associations and in Africa, with 
mixed success. 


474. In the ESCAP region, two basic approaches to 
industrial integration have been considered: “package 
deal” involving mutually agreed allocation of indus- 
tries or large segments of an industry and “com- 
plementation” where such allocation is with respect 
to components or parts of an industry. In practice, 
because of the magnitude of the decisions involved 
and the supportive governmental measures necessary, 
package deals among countries require formal inter- 
governmental support while private initiative can be 
allowed a larger role in complementation.* 


475. Whichever of the approaches is adopted, and 
the two are not mutually exclusive, there are three 
essential requirements. First, intraregional trade 
in the designated firm’s output needs to be ensured 
by supply/purchase guarantees and/or by trade pre- 
ferences according to the designated imports treat- 
ment similar to that which local production would 
have received; equally important is the provision of 
such treatment to regional as compared to domestic 
investment. Secondly, wherever possible, technical 
know-how from within the region has to be en- 
couraged, if necessary, by preferential treatment as 
compared with that from outside the region. Thirdly, 
some degree of plan co-ordination and harmoniza- 
tion as well as regulation and control of private 
sector activities is necessary to prevent excess supply. 
The current plans and past progress in industrial 
integration in the region can be viewed in the light 
of these basic requirements. 


(a) Regional Co-operation for Development (RCD) 


476. The earliest attempt after the Second World 
War at industrial integration affecting the ESCAP 
region was the effort of RCD. The three member 
countries (Iran, Pakistan and Turkey) had agreed 
on the concept of “joint purpose enterprise” (JPE) 
to undertake projects on a subregional basis with 


4 “Economic co-operation among member countries of the Associa- 
tion of South East Asian Nations, report of a United Nations team”, 
Journal of Development Planning, No.7 (United Nations publication, 
Sales No. E.74.II.A.3). 


various forms of co-operation, including joint public 
and/or private equity ownership, production 
facilities in one country to process another’s raw 
materials, and long-term purchase agreements. 


477. Notwithstanding the comprehensive _inter- 
governmental agreement in 1967 for supporting 
ancillary areas such as taxation, foreign investment 
regulation, common standard-setting, supply and 
purchase contracts and especially preferential tariff 
treatment, the progress in RCD industrial co- 
operation is limited. Only three equity-sharing and 
six guaranteed-offtake JPEs were in production after 
seven years. Even these projects were by-and-large 
of limited size and were producing for local needs 
rather than the subregional market. 


478. Several factors have inhibited rapid success.* 
Member Governments have not provided the 
necessary support by provision of tax incentives and 
access to capital for the formation of JPEs. The 
Governments have failed to agree on the location of 
several projects whose establishment had otherwise 
been fully negotiated, and in the case of some pro- 
ducts, had proceeded on national projects of their 
own. Most of the offtake guarantees have not been 
honoured, or even facilitated by the provision of 
tariff preferences for JPE products in spite of the 
1968 RCD Trade Agreement. There was the 
stringent provision in the 1967 JPE Agreement 
which required the enterprises’ intraregional exports 
to be sold at “internationally competitive c & f 
prices”: manufactured goods were expected to meet 
a pricing goal far in excess of the performance ex- 
pected of national enterprises. 


479. Following a review of the JPE scheme in the 
early 1970s, the three governments agreed to give 
special attention to the exchange of JPE products 
during their negotiations for RCD trade liberaliza- 
tion, and also to be more selective in their choice of 
JPE projects for negotiation. Furthermore it was 
agreed that each government should make provision 
in its national policy for joint surveys of the sub- 
region’s existing state of industrialization and capital 
goods requirements, in order to identify RCD pro- 
jects for inclusion in national plans. 


(b) Association of Southeast Asian Nations 


480. After almost a decade of little substantive pro- 
gress there have been recently positive beginnings 
in ASEAN of implementation of industrial co- 
operation proposals. Following the directive of 
the summit conference in Bali in February 1976 of 
the five Heads of Government, the ASEAN Economic 
and Planning Ministers set up a group of experts to: 


5 See S. A. Parvez, “Industrial projects of RCD”, RCD Magazine 
(Tehran), Vol. I, No. 2, 1974. 
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(a) Examine the feasibility of immediately 
establishing ASEAN industrial plants to produce 
urea in Indonesia and Malaysia, superphosphates in 
the Philippines, soda ash in Thailand and diesel 
engines in Singapore; 


(b) Investigate the technical and economic 
feasibility of establishing additional manufacturing 
capacity for newsprint and potash; 


(c) Consult on the development of integrated 
steel and petro-chemical industries with a view to 
co-ordinating (national) programmes; 


(d) Exchange information to identify pos- 
sibilities for complementation among existing 
industries. 


Also, member countries were invited to propose 
other ASEAN industrial projects and the experts 
were instructed to study the feasibility of projects on 
metalworking machine tools, fisheries, electrolytic 
tin plating, heavy-duty rubber tyres and electronic 
components. 


481. In addition, the Heads of Government specified 
several forms of preferential trade arrangements for 
the products of ASEAN industrial projects. These 
include long-term quantity contracts, purchase- 
finance support at preferential interest rates, pre- 
ference in government procurement and the exten- 
sion of tariff preferences. | Member States are to 
co-operate in establishing enterprises particularly to 
meet regional requirements of essential commodities; 
priority is to be given to projects which utilize the 
available materials in the member States, contribute 
to the increase of food production, increase foreign 
exchange earnings or save foreign exchange, and 
create employment. 


482. Two of the industries identified for “package” 
treatment by ASEAN, fertilizers and iron and steel, 
had already been under serious regional considera- 
tion during 1975. Both UNIDO/ESCAP and 
IBRD/TVA studies identified Southeast Asia as a 
subregion whose raw materials endowment provided 
considerable scope for specialization and exchange 
in nitrogen, phorphoth and potash fertilizers.® 
In an ESCAP forum,’ ‘clubs’ were formed to pro- 
mote co-operation regarding fertilizers and, later, 
pesticides and iron and steel. Survey mission were 
subsequently undertaken to a number of developing 
countries of the region. At the same meeting an 


® UNIDO/ESCAP, “Regional co-operation in chemical fertilizer” 
‘ESCAP/DP/CFPD/3) (mimeo.) (Bangkok, February 1976); and 
{BRD/International Fertilizer Development Centre (TVA), The 
Potential for Regional Co-operation in Fertilizer, Alabama, 1975. 

7ESCAP, Meeting of Top Planners and Government Executives, 
Entrepreneurs and Representatives of Financial Institutions, Bangkok, 
May 1975. 


ASEAN iron and steel group was formed to en- 
courage private and public sector intercountry co- 
operation; so far the individual countries (especially 
the Philippines) have begun to proceed with their 
own projects without involvement of their ASEAN 
neighbours. 


(c) Other existing and proposed co-operation 


483. Among other approaches towards industrial co- 
operation within the ESCAP region, the New 
Zealand-Australia Free Trade Agreement (NAFTA) 
is essentially a trade arrangement without the 
organized integration of industry between the two 
signatory countries — and only a partial arrange- 
ment at that. However, it has led to some industrial 
rationalization. 


484. To a limited extent industrial co-operation has 
been considered also in the Pacific islands context, 
although the emphasis in the work of both the SPC 
and SPEC has been placed mainly on trade, trans- 
port and programmes in agriculture, health and 
education. However the work. on trade and 
agriculture has raised the issue of co-operation in 
processing industries. | Moreover, during the 
biennium moves were initiated to develop some non- 
processing industries in co-operation with New 
Zealand enterprises, as an alternative to the migra- 
tion of labour to Auckland. 


485. Although the share of developing country 
sources in total foreign investment is nowhere very 
large, in several ESCAP countries it is by no means 
insignificant, many instances can be found of joint 
ventures including capital from India, Malaysia, the 
Philippines, the Republic of Korea and Thailand, 
as well as more substantial involvements by investors 
based in Hong Kong and Singapore. To a large 
extent such investments tend to be in raw materials 
exploitation, especially forestry, but there are in- 
creasing flows from the more industrialized develop- 
ing countries into the textiles, food, light engineering 
and other industries of their neighbours. In a few 
cases such investments have been “regional”, in the 
sense that the output is intended for subregional ex- 
port or to be in some way complementary to that of 
the investors’ home-country industrial activity. 
More often, however, they appear to have been 
based on the extension of experience and 
technologies developed at home. In this con- 
nexion it should be noted that none of the Asian 
and Pacific countries offer particular incentives for 
investment by nationals of other developing coun- 
tries, who therefore enter on the same terms as any 
transnational corporation based in the United States 
of America, Japan or Europe. 
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486. Some support to industrial investment within 
the region has been provided by the development of 
intercountry association among private sector 
organizations, particularly the promotion of contacts 
among entrepreneurs through chambers of commerce 
and industry. 


B. PROGRESS IN TECHNICAL 
CO-OPERATION 


1. Technical co-operation among developing 
countries (TCDC) 


487. Economic co-operation among developing 
countries in the region can be further accelerated 
both by the increasing awareness, at the policy and 
technical level, of the availability of and experience 
in TCDC. Exchange of substantive know-how and 
the relevant supporting services has the potential 
advantage of obtaining technology tested in and 
adapted to the conditions of developing countries. 
It should be possible to mobilize such meaningful 
technology and skills at less cost and on easier terms 
from developing countries than from developed 
economies. The increasing recognition of its com- 
plementary role of TCDC as a key component of 
collective self-reliance should lead to its expansion, 
in intensity and geographical scope, and its optimal 
utilization including the initiation of appropriate in- 
stitutional arrangements and processes for its 
mobilization, extension and co-ordination. 


488. There is significant technical know-how avail- 
able within the developing countries of the region 
bearing immediate relevance and applicability to the 
development needs. The lack of awareness of most 
of its nature and availability has to be minimized 
through appropriate organizational mechanisms, 
covering also developing countries outside the region 
as appropriate. 


489. There seems to be some continuing evidence of 
attitudinal barriers to the adoption of technical 
know-how from developing countries. Several 
approaches have been suggested to help overcome 
them. Among these are an effective and adequate 
information development and diffusion system, 
initially installed on a selective basis at a central 
point to overcome the gap which exists, on the needs 
which could be met and utilized by the available 
know-how; a series of action-geared projects 
between countries having commonality of interests 
and perspectives on the human dimensions of 
developments; some demonstration projects by using 
the indigenously based technology developed by the 
countries themselves; a practical exchange pro- 
gramme of scientific and technocratic personnel to 
work on specific contemporary problems for periods 
of time; a regular exchange of social science re- 


search and training personnel in the specialized 
areas of knowledge; and a regular intergovernmental 
forum to identify continually and to oversee im- 
plementation of projects, including their appropriate 
monitoring. The implementation of many of these 
ideas would, of course, be dependent on sustained 
and co-operative efforts between and among the 
developing countries, coupled with the support re- 
quired from the family of United Nations system and 
other donor agencies. It is to be hoped that the 
barriers will be overcome rapidly, leading to equal 
if not preferential treatment to technical know-how 
and supporting services available in developing 
countries as compared with those from developed 
countries. 


490. With increasing awareness of the availability 
and usefulness of technical know-how from develop- 
ing countries, their development plans should include 
a comprehensive identification of TCDC require- 
ments and availabilities in the region. They should 
also cover developing countries outside the region. 


491. Among the mechanisms for TCDC, regional 
and subregional institutions serve to pool existing 
experience, expertise and information; they should 
also aid the pursuit, in common, of alternatives to 
specific development approaches of high social 
priority. Efforts should be intensified to adapt the 
work programme of these institutions to the con- 
temporary development imperatives of the region. 
Twinning arrangements, consortia and joint pro- 
gramming between selected institutions of the region 
should be encouraged. There will be continuing 
need for technical assistance from developed 
countries and such assistance if channelled through 
the existing regional institutions could have a 
multiplier effect in human resource development. 


492. Financial constraints have hampered the pro- 
motion of TCDC. As an indication of their com- 
mitment to collective self-reliance developing 
countries should devote increasing resources to 
TCDC, individually or jointly, particularly to the 
least developed countries. 


493. Developed countries and multilateral aid in- 
stitutions have a substantial role to play in the 
promotion of TCDC. Where capital assistance 
components of aid cannot be untied, consideration 
should be given to untying all or a portion of its 
technical assistance component, while development 
banks in all regions should give consideration to 
funding projects which specially support TCDC. 
Often this may require the amendment of procedures 
and practices concerning recruitment of experts and 
further liberalization of conditions for procurement 
of equipment. In addition, all established or new 
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institutions have to be fully familiarized with TCDC 
and encouraged to support its aims and purposes. 


2. Co-operation in research and training 


494, Although the emphasis on TCDC as a key 
instrument of development is of recent origin, its 
practical bilateral expression during the first half of 
the decade among Asian and Pacific developing 
countries can be found in many fields. To a large 
extent, the “donors” in these arrangements have 
been the comparatively richer, larger, more indus- 
trialized or otherwise more developed countries, such 
as China, India, Iran, the Republic of Korea and 
Singapore, but examples also abound of countries 
such as the Philippines, Malaysia and Pakistan 
providing engineering, language and other skills to 
their neighbours. It is expected that during the 
second half of the decade and in the 1980s TCDC 
exchanges in Asia and the Pacific will become more 
reciprocal, comprehensive in coverage, and 
multilateral. Co-operation, it is believed, will in- 
crease between ESCAP developing countries and 
the more advanced members of other regions, in- 
cluding especially the “oil-rich” Arab countries and 
rapidly developing Latin American States. 


495. Yet more significant than the bilateral contacts 
established so far have been the wide range of inter- 
country research and training activities, drawing on 
regional (as well as foreign) expertise and dealing 
with essentially regional problems, which have 
already been pursued by a variety of multilateral in- 
stitutions, some of them with subregional focus. A 
select review follows. 


(a) Minerals and petroleum 


496. Collective action in the field of minerals and 
petroleum extraction is manifested mainly in three 
subregional institutions —the Committee for Co- 
ordination of Joint Prospecting for Mineral Re- 
sources in Asian Offshore Areas (CCOP), its South 
Pacific equivalent (CCOP/SOPAC), and the ASEAN 
Committee on Petroleum Exploration (ASCOPE). 
CCOP, the older of the two United Nations-based 
offshore prospecting programmes, entered its tenth 
year of operation during the biennium and continued 
to demonstrate effective regional co-operation in 
large-scale investigations off the Southeast Asian 
coast. Meanwhile in the South Pacific, CCOP/ 
SOPAC has commenced a programme to support 
and co-ordinate the efforts of island countries in the 
development of mineral and other marine resources. 
Other regional institutional developments designed 
to promote co-operation in related fields are the 
new Regional Mineral Resources Development 
Centre (RMRDC), and the anticipated Southeast 
Asian Tin Research and Development Centre. 


(b) Food and agriculture 


497. There are two existing international argicultural 
research institutes in the region, IRRI (Philippines), 
ICRISAT (India) which have a global mandate and 
specialize in one or a few selected food crops. 
Even in those developing countries which have 
better developed research systems, coarse grains, 
pulses, root and tuber (CGPRT) crops have received 
comparatively little attention. The CGPRT crops 
are important as a staple food and cheap source of 
protein to the poor, as animal feed and as industrial 
raw materials. A regional co-ordination centre for 
research and development of CGPRT crops is being 
envisaged in ESCAP. At the request of the 
Government of the Soviet Union, steps have been 
taken in ESCAP to organize an international seminar 
on CGPRT crops. 


(c) Agro- and-other industries 


498. As in the case of the crops, co-operation in 
technological research relating to the production and 
distribution of agricultural requisites such as 
fertilizers, pesticides, irrigation and machinery, is 
not yet comprehensively institutionalized on a re- 
gional basis. However, the well-established Mekong 
Project has promoted considerable co-operation in 
the use of water resources on a subregional basis 
while a regional network to co-ordinate research and 
development work on agricultural machinery is to be 
established at ESCAP’s initiative. In the field of 
agro-chemicals, several proposals emerged from a 
recent study on the scope for regional co-operation 
in chemical fertilizer production and trade,’ which 
advocated the establishment of regional fertilizer 
development, catalyst development, manpower 
training and model maintenance centres or pro- 
grammes. 


499. In contrast with the rather limited record with 
respect to agriculture, there have been several 
developments in regional and. subregional co- 
operation in technology relating to processing and 
manufacturing. These include the Regional Centre 
for Technology Transfer (RCTT) to be established 
soon, as well as various forms of collaboration 
among national institutions. Such developments 
are beginning to spill over into agriculture, however, 
notably through the need for increased supply of 
agricultural inputs and the increasing emphasis being 
placed on agro- and allied industries in the develop- 
ment process. 


(d) Tertiary sector 


500. Much of the regional activity in the tertiary 
sector has concerned transport and communications, 


8 UNIDO/ESCAP, ‘Regional co-operation in chemical fertilizers”, 
op. cit. 
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water resources:and commerce, as well as education 
and other social services. An important subregional 
initiative in this field consists of a transport co- 
ordinating committee established under the auspices 
of the Ministerial Conference for Economic Deve- 
lopment in Southeast Asia, while the Regional 
Transport Survey (and the planned conduct of a 
South Pacific equivalent in the near future) re- 
present important contributions to regional co- 
operation. However, perhaps the most important 
single co-operative project in the region comprises 
the work on water resources (power and irrigation) 
in the Lower Mekong Basin. Work continued on 
the Nam Ngum hydropower project, which will 
provide power to Thailand as well as irrigation and 
power to Lao People’s Democratic Republic. 


(e) Education, health and other social fields 


501. A noteworthy development in the field of 
education is the implementation, under the aegis of 
UNESCO, of the Asian Programme of Educational 
Innovation for Development which was formally 
established in 1973. This programme is essentially 
a search for educational innovations linked to deve- 
lopment. Its objective is to stimulate co-operative 
action in 17 Asian member States so that each par- 
ticipating country may enhance its national capacity 
to solve, through educational innovations, its deve- 
lopment problems. 


502. The initiatives in planning, execution and 
evaluation of activities rest with the participating 
States, in the context of the problems faced by 
them. The purpose of the activities is derived from 
the problems faced by the participating countries 
and outcomes are linked to the future plans of the 
countries. The process of developing the programme 
itself has contributed to the transfer of experiences, 
the sharing of awareness and understanding of 
experiences, the sharing of awareness and under- 
standing of problems and the designing and testing 
of solutions. The countries have offered 46 national 
centres and innovatory projects to serve as the 
operational arms of the programme, while co- 
operation is ensured through regional consultations, 
inter-project visits and regional or subregional 
workshops, seminars and training courses. 


503. Another machinery for intercountry co- 
operation in education has been set up on a sub- 
regional basis under the aegis of South-East Asia 
Ministers of Education Organization (SEAMEO). 
Almost 400 Southeast Asian educators have 
benefited from various training programmes run by 
this new “INNOTECH” which has also undertaken 
research projects aimed at developing an effective 
and economical delivery system for mass primary 


education. SEAMEO also operates research and 
training institutions in the fields of tropical medicine 
and tropical biology. 


504. There are also other regional institutions con- 
centrating on research and training in the field of 
education, population, health and welfare. Several 
of these are attached to universities or are otherwise 
essentially national institutions but with a regional 
focus like the International Institute of Population 
Studies Bombay. In other cases, such as the 
United Nations Regional Housing Centres at 
Bandung and New Delhi, institutions are established 
under the auspices of regional organizations. Re- 
gional co-operation has also been promoted in 
various fields associated with administration and 
government through United Nations supported in- 
stitutions like the Asian Development Institute 
(ADJ), Asian Statistical Institute (ASI) and Asian 
Centre for Development Administration (ACDA). 
Two additional new centres established under the 
aegis of ESCAP during the biennium are the Asian 
Centre for Training and Research in Social Welfare 
and Development (ACTRSWD) in Manila, and the 
Asia and Pacific Centre for Women and Develop- 
ment in Tehran. 


505. Apart from the institutions which are basically 
regional in nature, several Asian and Pacific 
countries contain universities, polytechnics and in- 
stitutes which offer courses sometimes com- 
plemented by local or international scholarship 
arrangements — to foreign students; a noteworthy 
institution in this regard is the Asian Institute of 
Technology. 


506. A related form of regional co-operation — that 
in academic research — has emerged in the early 
1970s, represented in particular by the Council on 
Asian Manpower Studies, which co-ordinates the 
work of scholars concerned with employment and 
related fields. Such developments have been assisted 
institutionally by the links provided through the 
Association of Development Research and Training 
Institutes of Asia and the Pacific. These relatively 
loose institutions have facilitated increasing contact 
among Asian scholars and thus provided an essential 
underpinning to the process of intercountry 
co-operation. 


507. Yet another approach is the building-up of 
development communication network structures 
which facilitate the two-way flow of information 
between countries of the region with a regional focal 
point. Two such examples are the ESCAP Popula- 
tion Correspondents Network, comprising 400 
members from 30 member States in the region, and 
the Population Library Network which group 284 
libraries/documentation centres in 31 countries. 
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C. INTERREGIONAL CO-OPERATION 


508. Measures for collective self-reliance have been 
discussed among developing countries at the highest 
level. The Conference on Economic Co-operation 
among Developing Countries, Mexico City, 13 to 22 
September 1976, declared the political commitment 
to pool efforts in a spirit of solidarity to secure the 
implementation of the Programme for Economic 
Co-operation among Developing Countries, adopted 
at the Third Ministerial Meeting of the Group of 77 
at Manila and the Programme of Action for 
Economic Co-operation adopted at the Fourth and 
Fifth Conferences of Heads of State or Government 
of Non-Aligned Countries; towards that end the 
Conference adopted a comprehensive set of 
Measures for Economic Co-operation among 
Developing Countries.’ 


509. The difficulties in the promotion of interregional 
co-operation are the same as those with respect to 
regional co-operation, but writ large. Progress 
accordingly has been more halting in this regard. 
Programmes for priority action that have been 
identified have to be rapidly implemented. Some of 
the measures adopted at the Mexico City Conference 
are discussed below. 


510. In the field of raw materials and commodities, 
there has to be, along with the strengthening 
of the existing producers’ associations and the 
forming of new ones, co-operation and co- 
ordination between such associations. A council 


of producers’ associations, when established, will. 


have its own special functions which cannot be 
duplicated by other organizations. The council 
could be an important instrument for the achieve- 
ment of the ultimate objectives of the New Inter- 
national Economic Order. Even if, at the be- 
ginning, the council confines itself to bringing about 
co-operation and co-ordination between the existing 
producers’ associations, its role will be significant 
and indispensable. The functions of the council 
can include: co-operation among the producers’ 
associations which cover commodities serving more 
or less similar end-uses (e.g. copper and bauxite, 
coconut oil and groundnut oil); a global joint 
front against transnationals; co-operation with respect 
to common import requirements; and monitoring the 
problems of shipping and freight rates. 


511. Expansion of interregional trade through joint 
ventures and the scope of tripartie industrial agree- 
ments in this connexion have often been discussed. 
Instances of such agreements are few. With the 


° Economic Co-operation Among Developing Countries: Report of 
the Secretary-General (A/C.2/31/7), letter dated 11 October 1976 
from the Secretary of Foreign Affairs of Mexico, President of the 
Conference on Economic Co-operation among Developing Countries, 
addressed to the Secretary-General of the United Nations. 


foreign exchange surplus of developing oil-exporting 
countries, the prospects for triangular arrangements 
between such oil-exporting countries, developing 
countries with trained manpower and technical skill 
and developing countries endowed with requisite 
raw materials have to be actively explored. One 
cf the main obstacles is the problems associated with 
transportation. 


512. Considering the cyclical variatigns in the ship- 
building industry, there can be joint action by 
developing countries for the purchase of ships when 
the prices are low. Such purchases can be self- 
financing in the long run. National shipping lines 
can also charge conference rates. | However there 
has to be central co-ordination and allocation of all 
the cargo so that national shipping lines are fully 
utilized. 

513. Interregional” co-operation as to be 
strengthened by appropriate trade arrangements and 
financial infrastructure. The possibilities which 
have been identified and have to be studied in 
detail for implementation include proposals for a 
third world system of trade preferences, for a pay- 
ment and currency arrangement among the third 
world countries and for a specific third world in- 
stitution in the field of finance and banking. It may 
be of long-term interest but a serious study has to 
be begun on the possibility of establishing a counter- 
vailing currency backed by the economic potential 
of developing countries. 


514. Interregional co-operation can extend beyond 
trade expansion and co-operative arrangements for 
preservation of sovereignty over the joint exploita- 
tion of natural resources to development of human 
resources. The area for exchange of technology 
suited to developing countries has to be extended 
from regional to interregional. The proposed centre 
for science and technology for developing countries 
at Lima, Peru, will provide a focal point for 
evolving and promoting a common strategy of co- 
operation in that field. There is also need for the 
establishment of interregional technology centres for 
specific sectors such as the regional co-operative 
pharmaceutical production and technology centre, 
proposed by UNAPEC and endorsed by the Group 
of 77. There are two essential prerequisites for 
such interregional co-operation: the willingness to 
share the experience in technology and adaptation 
by developing countries which have made significant 
progress in this direction; and the readiness of 
developing countries to accept and to accord pre- 
ferential treatment for technology from fellow 
developing countries. 


515. Institutional arrangements for formulation of 
policy decisions by developing countries exist at the 
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highest level. Within the United Nations, the re- 
cently established Committee on Economic Co- 
operation among Developing Countries provides a 
forum for developing countries to formulate areas 
of co-operation between developed and developing 
countries regarding co-operative projects among 
developing countries. Sectoral studies are under- 
taken by member countries at the behest of Group 
of 77 and by UNAPEC. Towards strengthening 
economic co-operation at regional, subregional and 
interregional levels, the Group of 77 has recom- 
mended a meeting of existing regional and sub- 
regional groupings to establish links amongst them- 
selves, to facilitate participation in such groupings 
by developing countries which are at present non- 
members and to identify measures of support at the 
interregional level. 


D. ECDC IN INTERNATIONAL CONTEXT 


516. The concept of collective self-reliance, under- 
lying economic co-operation among developing 
countries, is “not a return to the outmoded concept 
of autarchy or to self-defeating confrontation among 
nations; it implies international co-operation for 
development within the context of global interde- 
pendence”.!° The fourth session of UNCTAD held 
at Nairobi called on developed countries and inter- 
national organizations concerned to support pro- 
grammes of co-operation among developing countries 
and refrain from actions which adversely affect such 
programmes.!! 


517. Commodity problems have been occupying a 
central place in the dialogue on development and 
international economic co-operation. At the fourth 
session of UNCTAD, there was a consensus to 
approve an integrated programme of commodities, 
including the objectives and mechanisms. — There 
was no decision on the establishment of a common 
fund. Eighteen products were chosen specifically 
and the session also provided for inclusion of other 
products and the procedures for any such inclusion.” 


518. Three preparatory meetings, on copper, jute 
and jute products and hard fibres and products, have 
so far been held by UNCTAD in connexion with the 
integrated programme. It is too early to draw any 
conclusions of a general nature from the preparatory 
meetings. It is obviously necessary that, before 
such meetings of producers and consumers, the 


1OUNCTAD, Report of the Trade and Development Board on the 
First Part of Its Sixteenth Session, 5 to 23 October 1976 (TD/B/637), 
2 November 1976. Statement by the delegate from Mexico on behalf 
of Group of 77, p. 32, para. 92. a 

MUNCTAD resolution 92(IV): Measures of support by developed 
countries and international organizations for the programme of eco- 
nomic co-operation among developing countries. 

22 UNCTAD resolution 93(IV): Integrated programme for com- 
modities. 


developing producing countries should meet at a 
regional or interregional level to evolve a common 
stand during such negotiations. It is relevant to 
note in this connexion that to the original list of 
commodities proposed by the UNCTAD secretariat 
are added tropical timber and vegetable oils and 
oilseeds. 


519. An instance of valuable consultations among 
developing producing countries in the context of 
negotiations in UNCTAD on the integrated pro- 
gramme is provided by the Jute Consultative Con- 
ference held in Dacca, 7-9 October 1976, jointly 
sponsored by ESCAP, UNCTAD and the Govern- 
ment of Bangladesh. The representatives of the 
Governments of Bangladesh, Burma, India, Nepal 
and Thailand took part in the consultations. The 
joint statement adopted at the Conference expressed 
the agreement of the participating countries that the 
forthcoming negotiations within the framework of 
the integrated programme should move towards an 
international commodity agreement on jute. Such 
a commodity agreement on jute should necessarily 
provide for an internationally operated buffer stock 
of both jute and jute goods. Also, if the agreement 
is to be effective, it should contain provisions to 
facilitate cost.reduction in the production of jute 
and jute goods and product diversification and also 
provide for a massive programme for research, 
development and promotion. 


520. The fourth session of UNCTAD adopted a 
comprehensive set “of interrelated and mutually 
supporting measures” and recommendations in the 
field of trade in manufactures and _ semi- 
manufacturers.!5 There is continuing need for a 
series of meetings among developing countries to 
understand each other’s requirements and evolve a 
common stand during MTN, and continued technical 
assistance is necessary to facilitate effective par-— 
ticipation of developing countries in the negotiations. 
As a means towards expanding the supply capability 
in manufactured goods for exports and for develop- 
ment in general, industrial co-operation has to be 
promoted through concerted measures at the 
national, subregional, interregional and international 
levels and specific recommendations for action by 
the international community have been made by 
UNCTAD. 


521. The Lima target for the share of developing 
countries in world industrial output has to be 
translated in terms of industrial objectives and 
targets at the national level and such studies are 
underway in UNIDO. In this excercise attention 
has to be paid in detail to the possibilities of import 


13 UNCTAD resolution 96(IV): A set of interrelated and mutually 
supporting measures for expansion and diversification of exports of 
manufactures and semi-manufactures of developing countrics. 
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substitution on a subregional, regional and inter- 
regional basis and to the need for export promotion 
of manufactured goods. In that context, the scope 
for joint ventures and multinational ventures of 
developing countries have to be worked out at pro- 
ject level. Aid givers and, in particular, multilateral 
financial institutions have an important role to play 
in financing such joint ventures among developing 
countries. 


522. There has been agreement to draw up a 
multilaterally agreed set of guidelines on restrictive 
business practices, to formulate a code of conduct 
on transnational corporations)’ and to accelerate the 
work on an international code of conduct for the 
transfer of technology.!© The issue whether such 
codes should be mandatory or optional is still open. 
Developing countries have not only to exchange in- 
formation and experience through forums in the 
United Nations and outside but should explore the 
possibilities of taming the transnational corporations 
through appropriate joint action at the interregional 
level. 


523. At the fourth session of UNCTAD agreement 
was reached on measures for the building up the 
technological capability of developing countries. A 
proposal has already been made by the non-aligned 
countries and the Group of 77 to establish an inter- 
regional centre for the transfer and development of 
technology in the pharmaceutical industry. _Pre- 
paratory investigations are underway for case studies 
by the UNCTAD secretariat of machinery, electronic 
equipments and components and fertilizer industries. 
Developed countries have been called upon by 
UNCTAD and the General Assembly to co-operate 
actively and positively in the institutional arrange- 
ments in the field of transfer of technology. 


™ UNCTAD resolution 96(IV). 

*S UNCTAD resolution 97(IV): Transnational corporations and 
expansion of trade in manufactures and semi-manufactures. 

18 UNCTAD resolution 89(IV): International code of conduct on 
transfer to technology. 


524. Probably the most disappointing aspect of in- 
ternational co-operation, from the developing 
countries’ point of view, is the action being taken ~ 
on the transfer of real resources and.debt relief. 
There have been signs of a recognition of the need 
for spreading the geographic destination of develop- 
ment assistance to pay particular attention to the 
needs. of least developed and most seriously affected 
countries. | However such policies should lead to 
an additional quantum of assistance in the aggregate 
and not mere geographic diversion. This would re- 
quire considerable enlargement of the aggregate 
flow of development assistance. 


525. Regarding debt relief, though there had been 
no agreement in Nairobi on the specific means of 
alleviating the debt burden, developed countries 
were committed to quick-and constructive considera- 
tion and prompt action, in particular in the case of 
least developed countries and most seriously affected 
developing countries. The Trade and Develop- 
ment Board is required to review at its ministerial 
session in 1977 the action taken in the field of 
debt-relief, relieving immediate problems as well as 
building up a policy framework. The developed 
countries see considerable merit in applying remedial 
action on an individual country basis. The leading 
aid-giver remains opposed to any form of generalized 
debt-relief and its policy is to engage in debt re- 
scheduling negotiations in the creditor club frame- 
work, and only where there was default or some pre- 
sumption of imminent default. The developing 
countries had proposed various measures to resolve 
and alleviate the critical problems arising from 
bilateral and multilateral official debts and from 
commercial debts and some of them call for debt 
relief according to a common set of factors, as in the 
case of bilateral official debts and, in the case of 
commercial debts, consolidation of the commercial 
debts of all interested developing countries and re- 
scheduling over a period of 25 years.!” 


17 For all the measures proposed see the draft resolution submitted 
to the fourth session of UNCTAD by Jamaica on behalf of the States 
members of the Group of 77 (TD/L.125). 
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Vv. ISSUES AND POLICIES 


A. TOWARDS SELF-RELIANCE 


526. As the midopint of the Second United Nations 
Development Decade is crossed, the pursuit of 
social justice in the process of economic growth has 
become a matter of high priority in the developing 
countries of the region. There is considerable 
support for the view that policies designed to en- 
hance social justice promote, rather than retard, 
growth. The patterns and strategies of unified 
development will vary according to the social, 
political and economic conditions prevailing in the 
country, but the pursuit of growth with social 
justice, conceived as the participation of all groups 
in society in the development process and in the dis- 
tribution of the benefits of growth, basically implies 
maximum mobilization and utilization of a country’s 
internal resources. Thus self-reliance should be 
an integral part of the process of growth with social 
justice. 


527. Basic to self-reliance is rural development at 
the level of the village, singly or in groups, with 
maximum possible dependence on locally available 
resources. Such mobilization requires mass par- 
ticipation at the grass-roots level so that villagers 
can express their needs and decide on the requisite 
governmental support. The national bureaucracy 
may need to be reorganized to ensure that integrated 
social service networks extend to rural areas, and that 
there is local initiative and participation in the pro- 
vision of such services. At the same time rural in- 
stitutions must shed domination by powerful interests 
which use such institutions to their advantage. 


528. The appropriate restructuring of institutional 
arrangements and processes to facilitate the im- 
plementation of rural development programmes 
means that it ‘is necessary to arrange viable 
administrative units of operation (e.g. on the basis 
of a population of 50,000 to 100,000). There is a 
danger that present administrative structures are not 
effective at the local level and fail to integrate pro- 
grammes for a wider area. The major thrust in the 
restructuring strategy may be to organize rural 
people for land development, for building up capital, 
rural extension activity and so on. It is also 
essential that community workers be recruited and 
trained in the rural areas and, preferably, be them- 
selves part-time workers in agricultural production. 
Appropriate linkages have to be forged at higher 
levels than the village unit so that groups of villages 
can harmonize development needs and resources. 
Those agents which are particularly responsible for 
meeting the basic needs of people at the rural/ 


village level (including co-operatives, schools, and 
public health institutions) may require strengthening. 


529. An integrated approach presupposes that the 
central government creates a central unit in a key 
department of the government to provide technical 
support, channel resources and evaluate programmes 
planned and implemented by villages in collabora- 
tion with the government. Without doubt, in- 
tegrated rural development is a product of the 
combined efforts of the people themselves and their 
governments. However, international organizations 
can play a useful role in assisting village level 
planning, training of rural cadres, developing an in- 
formation system and providing a forum for inter- 
country exchange of experience. To enable inter- 
national organizations to provide the necessary 
support required for self-reliant rural development 
programmes it may be necessary for them to co- 
ordinate their activities amongst themselves. A 
corresponding organization at the national level to 
draw up priorities and to co-ordinate the assistance 
from international agencies would help to increase 
the usefulness of such assistance. 


B. COLLECTIVE SELF-RELIANCE 


530. It cannot be overemphasized that self-reliance 
does not imply in any way self-sufficiency or 
autarchy. Developing countries will continue to 
need the enriching influences from outside, through 
trade, technology and financial flows and in various 
other spheres.  Self-reliance does not imply an 
absence of relations with the external world but a 
transformation of such relationships based on a full 
exploitation of a developing country’s own resources 
according to socially just needs, with an absence of 
inequality in the exchange, of their resources for 
those needed from outside. Self-reliance contributes 
to an expanding framework of international relation- 
ships and becomes a necessity given the stagnating 
trend in the transfer of real resources from developed 
to developing countries. Thus, to be effective, the 
pursuit of self-reliance at the national level has to 
be extended to embrace collective effects inter- 
nationally; on subregional, regional and interregional 
bases. 


1. Raw materials and commodities 


531. Problems of raw materials and commodities 
have been at the centre of the dialogue on the New 
International Economic Order and their resolution 
is at the heart of the debt problems of developing 
countries. . The commodity community approach 
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has been found useful in the ESCAP region. Its 
full potentialities, however, are still to be explored. 


532. With the experience gained so far, the existing 
producers’ associations in the region can move 
forward towards action in the stablization and 
growth of export earnings. The importance of early 
action stems from the fact that at the regional level 
initiatives need to be taken on commodities which 
have not attracted sufficient attention at the inter- 
national level. Price stabilization of coconut and 
its products will require joint consultations with all 
oilseeds and oils producing developing countries. 
A beginning can be made with producers of palm 
kernel oil in the region who are also members of 
APCC. Pepper is a commodity whose price 
fluctuations can be attributed by-and-large to supply 
instability, as the demand is largely inelastic. As a 
first stage a system of co-ordinating national stocks 
can be considered. In any price stabilization 
scheme, the role of “indexation” needs to be con- 
sidered, both directly by linking the export price of 
the commodity to the import price of the exporting 
country or to some index of world inflation, or in- 
directly through compensatory financial transfers 
related to shortfalls, from reference levels, in the 
export price of the commodity. 


533. The effectiveness of a producers’ association 
will obviously increase as membership becomes more 
comprehensive to include all producers who sub- 
scribe to the basic principles underlying the com- 
modity community articles of association of pro- 
ducers. For instance, the membership of PC could 
be enlarged to include Sri Lanka from within the 
region and Brazil and Madagascar from outside. 


534. Active pursuit of te establishment of additional 
producers’ associations in the region is necessary. 
Among the possibilities, tropical hardwood and palm 
oil suggest themselves in the light of the pre- 
dominance of the countries in the region in their 
production and exports. Tapioca could be another 
commodity for consideration. 


535. Tropical timber, a major export of the region, 
is included in the UNCTAD resolution on an in- 
tegrated programme for commodities. At the in- 
ternational level, the establishment of an inter- 
national tropical timber bureau was discussed in a 
consultative meeting of the tropical timber-producing 
countries jointly convened by UNCTAD/GATT/ 
ITC and FAO (27 September —1 October 1976). 
It is envisaged that the areas of possible co- 
ordination in the promotion of tropical timber by 
the bureau will include commercial intelligence, 
grading and classification, distribution channels, 
market access, transport, production and processing 
and management training. 


536. The regions producing tropical timber include 
Asia and the Pacific, Africa and Latin America, and 
the problems vary between these regions. Com- 
mercially the Asia and Pacific countries are the largest 
producers of hardwood logs. The log exports of the 
region comprise teak, dipterocarps and “others”. 
Burma exports teak; Thailand, teak and 
dipterocarps; Malaysia (Sabah and Sarawak), dip- 
terocarps and “others”; Indonesia, all three and 
Papua New Guinea and the Solomon Islands, 
“others”. | However, there are common problems 
like reforestation and use of forest resources, 
external marketing, further processing and export 
price instability, and it would be advantageous if 
these exporting countries were to form a producers’ 
association. ' Such an association can work in close 
consultation with the regional arm, as envisaged, of 
the proposed international tropical timber bureau 
which presumably will include all the consuming 
countries, in the region and outside. 


537. Much of the greater part (70 to 80 per cent) 
of world exports of palm oil come from Malaysia 
and Indonesia, while four countries —the United 
States of America, the Federal Republic of Germany, 
the United Kingdom and the Netherlands — together 
account for about half of the world’s imports. The 
future of palm oil exports will depend to a significant 
degree on oils and fats production, supply and stocks 
in the United States of America, particularly of 
soybean oil which accounts for 60 per cent of its 
domestic oils market; in 1973 and 1974 United 
States palm oil imports were boosted by shortfalls 
in its fats and oils production, since when there has 
been an improvement in its domestic supply situation. 


538, A speedy establishment of a producers’ 
association in palm oil will be useful in meeting the 
contraction in the market for palm oil anticipated 
by 1980. Significant producers of palm oil outside 
the region are Nigeria, Ivory Coast and Zaire which 
account for nearly one-tenth of world exports. 
Such an association would have to work closely with 
APCC as palm kernel oil is a close substitute for 
coconut oil. There is also scope for expansion of 
intraregional trade and trade with developing 
countries as at present Japan, Pakistan and Iraq are 
the only other sizable importers of palm oil. 


539. It would be a significant contribution to the 
ongoing negotiations regarding the Integrated Pro- 
gramme for Commodities in UNCTAD forums if 
developing producing countries in the region could 
meet and crystallize a joint position on individual 
commodities of major importance to the region. 
The momentum of the meeting of the five jute pro- 
ducing and exporting countries in the region (held 
in Dacca in October 1976) should not be lost; the 
meeting could be followed by fact-finding missions 
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on the cost of modernization of jute mills, the jute/ 
rice price ratio in allocation of agricultural resources, 
size and operations of a buffer stock, co-ordination 
in production of jute and its products, etc. ANRPC 
has already taken active steps towards price stabliza- 
tion and consultations are underway between pro- 
ducers and consumers on an international commodity 
agreement. An initiative, in which ECA and 
ESCAP could both be parties, to convene a meeting 
of tea exporters in both regions, would help develop 
specific proposals in connexion with the negotiations 
over the Integrated Programme for Commodities; in 
such meetings smaller tea-exporting countries, like 
Indonesia, would have to be included. Cotton is 
another important commodity for the region which 
is included in the Integrated Programme; Pakistan 
and Iran are important exporters while many East 
Asian countries are significant importers. The need 
for consultations with respect to coir, in the context 
of UNCTAD consultation on hard fibres, can be 
met by meetings among APCC member countries 
which include the Philippines, an important producer 
of abaca. 


540. Convening meetings of producers of these com- 
modities in the region will help clarify the expecta- 
tions of the producers and possibilities of assistance 
from the common fund. Illustrative of the aspects 
of the establishment and operation of the common 
fund, which such meetings could consider, include 
elaboration of the fund’s policies and its institutional 
set-up; the priority requirements among com- 
modities, some within each commodity, to be met 
by the common fund; possibilities of direct assistance 
to projects in a country; and links with operations 
under international commodity agreements or with 
producers’ associations. 


541. Also, there are obvious advantages to be gained 
from meetings of producing countries in the region, 
be they covered by international commodity agree- 
ments, like tin, cocoa, sugar or coffee, or inter- 
national producers’ associations, like iron ore, 
copper and bauxite. 


542. It may be highly useful that consultations 
among producers’ associations in all the developing 
parts of the world have to be institutionalized in the 
form of a council of producers’ associations. The 
council can perform many essential functions on 
behalf of producers’ associations, as is well known. 
Its early establishment is much to be desired. 


2. Co-operation in industries 


543. Progress in regional and subregional co- 
operation in industrial development has so far been 
slow, though the Asian Industrial Survey made 


comprehensive suggestions in this respect in 1973. 
The Bali Declaration of the Heads of State of 
ASEAN countries indicates that active steps are 
soon to be taken with regard to industrial co- 
operation among ASEAN countries while the Izmir 
Declaration of RCD countries shows renewed and 
active interest industrial co-operation among them. 


544, Of two industries selected for consideration as 
possible areas for co-operation in an ESCAP 
Meeting of Top Planners, the scope in the fertilizer 
industry has been extensively studied by UNIDO/ 
ESCAP both for improving the efficiency of the in- 
dustry and the level of its production. Among the 
recommendations of the study are investigation of 
trends in fertilizer and raw material prices, forward 
market conditions, scope for trade arrangements; 
availability and cost of ocean transport; regional 
phosphate development programme and regional in- 
formation network on price and transaction trends 
and availabilities. As to the other industry selected, 
iron and steel, studies have been made with regard 
to the economies of scale by ESCAP in co-operation 
with UNIDO; however, current developments in- 
dicate a tendency for countries to go it alone. 


545. In co-operation with ADB and SPEC, a survey 
is to be initated of the South Pacific countries on the 
promotion of industries on a joint basis. Steps will 
be taken by ESCAP to examine the feasibility of 
co-operation in the setting up of industries connected 
with agriculture and fishery. 


546. If the progress in regional/subregional co- 
operation in industries has been slow, interregional 
co-operation in industries through tripartite agree- 
ments has been much slower. Recently, a move has 
been made towards co-operation between oil- 
exporting countries and individual developing 
ESCAP countries like India, Malaysia and Pakistan. 
Active promotion of such interregional co-operation 
in conclusion of industrial agreements has been 
called for by the Conference on Economic Co- 
operation among Developing Countries in Mexico 
City.! 


547. Regional banking and other financial institu- 
tions have an important role to play in promoting 
industrial co-operation among developing countries. 
In this connexion the Meeting on the Establishment 
of an Association of the Industrial Banks and Cor- 
porations in the ESCAP Region, convened by the 
ESCAP secretariat in January 1977, reaffirmed the 
view that successful implementation of a small 
group of three to four regional industrial projects 


1 The various ways of multilateral co-operation in the promotion 
of industrial specialization were discussed in an UNCTAD seminar 
in December 1975. 
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shared equally among a group of three to four 
countries, each country having a project to itself, 
might trigger off further expansion of co-operation 
among a larger number of countries involving an in- 
creasing number of industries. _ Initially, such in- 
dustries should not be very complex but should be 
of a simple nature in order to enthuse and sustain 
the will for co-operation and to ensure success. 
The Meeting felt that the establishment of regional 
industrial projects was a very complex matter, 
involving a host of issues which have to be settled 
by the governments of co-operating countries. 
However, the industrial development banks/cor- 
porations could be actively involved in advising the 
governments in the promotion of appropriate in- 
dustries which could be designated as regional in- 
dustries. In this respect, banks/corporations could 
provide expertise to governments. Nonetheless, the 
banks/corporations are to play only a promotional 
and supporting role in the over-all machinery of the 
government which bears the ultimate responsibility. 


548. A major influence on regional co-operation in 
industries would be changes in the investment and 
tax systems in developing countries of the region. 
The seminars being held on investment and taxa- 
tion are basically meant to train senior personnel for 
policy decision and implementation with regard to 
taxation. In this field the long-term objective 
should be to bring about uniform systems of taxa- 
tion among developing countries, with a view to 
providing agreed concessions and incentives and 
eliminating undue and uneconomic concessions. 
This should apply to both domestic and foreign 
investment. Efforts to bring about uniform tax 
systems and improved implementation procedures 
would also promote technical co-operation and in- 
traregional investment. In the long term it is ex- 
pected that these meetings would lead to investment 
promotion talks and strengthening of infrastructural 
facilities for the promotion of investment. It is 
important that for acceleration of industrial co- 
operation among developing countries, more favour- 
able treatment than at present be given to regional 
investment and preferential treatment be accorded to 
regional investment as compared to investment from 
outside the region. 


3. Technical co-operation among 
developing countries 


549. Technical co-operation among developing 
countries requires among other things a more 
adequate dissemination of information. In this 
respect ESCAP has been moving towards the deve- 
lopment of an information network. The purpose 
is to enhance the scope for appropriate forms of co- 
operation among research institutions and other 
organizations within national governments — dealing 


with industrial development and_ technology, 
standards and so on—to strengthen co-operation 
and develop regional industrial projects through ~ 
standardization and application of common 
technology where possible. Such a network could 
be considerde a useful mechanism in the promotion 
of regional co-operation. Proposals are in hand for 
a regional network for agricultural machinery and a 
regional centre for technology transfer, and the 
feasibility of setting up an information network for 
agro-industries is currently being studied. Also, as 
visualized within the framework, of the Regional 
Mineral Resources Development Centre, a network 
of laboratories is to be supported with selected 
specialist facilities for evaluation of mineral samples. 


550. It is envisaged that the centres, as they develop, 
will concentrate upon production, resources and 
capabilities of the region itself. They would identify 
consultancy services and capabilities available within 
the region so that less developed countries would 
resort to utilizing the resources and know-how that 
are available within the region itself.. It is intended 
that the centres will provide assistance in streng- 
thening negotiation capabilities for technology 
transfer. Development assistance to strengthen the 
technological capability of the developing countries, 
if extended to centres like these, could bring con- 
siderable benefits. For example, such centres could 
concentrate on and give priority to the development 
and adaptation of technology in the production of 
mass consumption goods. 


551. Crop research (e.g. on CGPRT) has an im- 
portant potential. Currently, much research in 
agriculture is country-based but considerable 
opportunity exists for enhancing the efficiency of use 
of the funds available for research if countries co- 
ordinate their efforts and exchange information. 


552. Social development is another area for potential 
technical co-operation, with a direct bearing on the 
living conditions of the poor in the ESCAP region. 
In this regard it would be useful to set up a regional 
programme for the exchange of information and pro- 
vision of technical assistance, to work closely with 
other institutions in the region, such as the Asian 
Centre for Training and Research in Social Welfare 
and Development. 


553. The requirements for enhanced TCDC are well 
recognized. The area of such technical co- 
operation will be enlarged when the Interregional 
Centre for Technology is established in Peru, and 
appropriate liaison is established with it by regional 
networks. Basic to TCDC is the willingness of all 
developing countries to share technical know-how 
more freely among themselves, to accord preference 
wherever possible to technology available among 
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themselves and to overcome the attitudinal barriers 
that exist to the wider dissemination of the 
technological know-how and expertise that is already 
available in developing countries and in some degree 
adequate to their needs. 


554. One important way of overcoming such barriers 
is to develop industrial exhibitions which will bring 
enterprensurs, producers and technical personnel 
from the developing countries together and establish 
a strong line of communication among themselves. 
A valuable instance of this is the exhibition on 
building materials and the construction industry to 
be organized in Bandung in 1977. Clearly it would 
be fruitful to organize several such exhibitions in 
other areas of industry, since they have proved to 
be an effective medium for trade promotion and co- 
operation not only at international but also at re- 
gional and subregional levels. Three Asian trade 
fairs have so far been organized. The idea of 
specialized trade fairs has, in recent years, gained an 
additional momentum among developing countries of 
the region. Certain products or groups of products 
such as food, timber, light industrial goods, includ- 
ing agricultural tools and machinery may attract the 


interest of developing countries. 


4. Trade and monetary co-operation 


555. Important steps have been taken towards setting 
up the necessary infrastructure for the expansion of 
intraregional trade. The First Agreement on Trade 
Negotiations among Developing Countries of 
ESCAP (the Bangkok Agreement) is a major step 
in promoting trade co-operation among developing 
countries. The Agreement came into force on 17 
June 1976 and its Standing Committee (consisting 
of the representatives of the countries participating 
in it) is currently engaged in adopting measures for 
the implementation of the preferences. The Com- 
mittee is also desirous of expanding the membership 
of the Agreement. Once the membership of the 
Bangkok Agreement as well as the scope of its 
activities have been expanded, it would be possible 
to have linkages with other groupings of developing 
countries in other regions having similar preferential 
arrangements. Such linkages would cover not 
merely trading arrangements but also joint ventures 
and industrial co-operation agreements. 


556. As regards monetary co-operation, ACU is 
another measure to extend economic co-operation 
among developing countries with the region. The 
Board of Directors of ACU is interested in 
examining possibilities of linking up the clearing 
arrangements with the clearing mechanisms in other 
developing regions. UNCTAD also proposes to 
convene an intergovernmental export group, in the 


spring of 1977, to consider possibilities of linking 
up clearing arrangements in the various developing 
regions. Efforts to link regional schemes with 
similar schemes among other developing countries 
would be most useful. 


557. A study on the feasibility of setting up an Asian 
reserve bank was examined by an intergovernmental 
group of experts in late 1972 who found such an 
institution to be feasible and accordingly proceeded 
to draft an agreement for its establishment. It is 
envisaged that the bank will promote monetary co- 
operation within the region by facilitating greater 
investmnet of monetary reserves for productive pur- 
poses in the region as well as by providing short- 
term balance-of-payments support to the members. 
However progress since then has been delayed be- 
cause of unfavourable developments in the inter- 
national monetary scene. 


558. Special efforts of a regional co-operative nature 
are needed to develop the rice economies in Asia 
and the Pacific, especially since rice is the most im- 
portant single food staple consumed in the region. 
One effort proposed is the Asian Rice Trade Fund 
which is an intergovernmental organization of 
developing ESCAP member countries. Its purpose 
is to stabilize and expand intraregional trade in rice 
by providing firancing facilities for government to 
government sales transactions on deferred payment 
terms not exceeding five yars. 


559. The Fund is not yet operational, however, even 
though five rice-importing countries have joined, 
because no rice-exporting countries have joined and 
no funds are available for operating the Fund. 
Serious consideration has to be given to activate it. 


560. <A draft charter, with these protocols for the 
establishment of an Asian Re-insurance Corporation 
(ARC) at intergovernmental level have now been 
finalized. Once established, the cumulative impact 
of ARC on economic development of the region 
could be far-reaching not only in reducing the drain 
of foreign exchange but by also providing additional 
funds for investment in the the region. It could act 
as an important instrument in the implementation of 
the concept of economic co-operation among 
developing countries of the region. Since the main 
objective of ARC is to assist the developing countries 
of the region in increasing their regional capacity for 
retaining insurance business, the co-operation 
among all the developing countries of the region is 
required to make it an effective regional institution. 
Through the exchange of business and reciprocity 
practices among similar types of institution in 
different regions, ARC could contribute considerably 
to the well-being of the third world thus representing 
a successful effort toward collective self-reliance. 


110 Biennial Review and Appraisal of the International Development Strategy 


STE nnn nnn nn ne tI nS ene 


561. Preparatory wor for the establishment of a 
multinational export credit insurance scheme has 
reached an advanced stage. The proposed scheme 
is designed to complement efforts of developing 
countries in promoting their exports, and in helping 
to bring about an increase in international trade. 
It constitutes an important tool for creating export 
incentives in developing countries especially for re- 
latively small countries whose volume of trade is 
not large enough to justify the establishment of a 
national scheme. Co-operation in this field would 
be of considerable importance, particularly to those 
developing countries heavily dependent upon trade. 
It is therefore necessary for them to take steps to 
set up this scheme which could serve as an important 
instrument in promoting regional economic co- 
operation. 


562. Within the framework of the United Nations 
trade promotion programme, regional centres have 
been set up to function as servicing institutions. This 
is a first step towards co-operative efforts in export 
development and promotion measures. A regular 
forum of heads of the national trade promotion 
centres is required, however, to promote intraregional 
co-operation, in addition to linkages among the 
regional centres. 


563. Promoting international trade flows among 
countries also means streamlining technical aspects. 
There is scope, for example, for the simplification 
and harmonization of international trade documenta- 
tion and procedures. This work seems to have 
assumed added dimensions in the context not only 
of GSP and MTN at the global level but also of 
the Asian Trade Expansion Programme at the 
regional level. 


5. Shipping, ports and inland waterways 


564. Developing ESCAP countries are faced with 
the critical problems rising from high freight rates 
and related transport costs, quality of shipping 
services, the inefficiency of some ports in the region, 
the lack of managerial skills at all levels and 
categories and, in most of them, inadequate maritime 
policies. 


565. There has to be a continuation and intensifica- 
tion of projects providing technical assistance in 
training maritime personnel the lack of which con- 
stitute a great impediment to the development and 
expansion of national merchant marines in the 
developing member countries of ESCAP. At the 
same time, efforts have to be made to establish a re- 
gional or subregional centre for maritime and port 
personnel. 


566. It has been will recognized that the acute lack 
of shipping statistics places a great constraint on the 
formulation of sound national shipping policies in 
the developing member countries of ESCAP. A 
uniform system of economic statistics of shipping is 
being implemented in a number of member countries 
and may usefully be adopted by all the developing 
countries in the region. 


567. Another critical area which needs urgent 
attention is port development and management in 
the region due to the rapid technological develop- 
ments in the shipping and shipbuilding industry. 
Moreover, a port information system has to be 
rapidly developed as a first. step to improve 
port planning and management. The technical 
assistance being provided has to be continued and 
expanded. In order to increase port capacity and 
to improve.safety-of navigation, dredging operations 
are considered essential. The reactivation of a 
regional dredging organization is considered one of 
the initial steps to solve the problems of port and — 
harbour capacities in the region. 


568. The shippers in the ESCAP developing member 
countries are in a very weak position to negatiate 
with the existing conferences over the question of 
freight rates, choice of suitable vessels and adequate 
shipping services. ‘The efforts currently being made 
relate to strengthening of the national shippers’ 
organizations, through the organization of training - 
courses and application of a set of models and tools, 
which will enable the shippers to work out alterna- 
tive means of ocean transportation at reasonable 
costs. It is necessary to promote the formation of 
subregional groups through the organization of early 
consultations among the national shippers’ bodies. 


569. The shipping and freight-rate problems of raw 
material and commodities exporters can be illustrated 
by the findings of a recent study of exports of 
coconuts and coconut products from the South 
Pacific area. There were too many ports of loading, 
low production, inadequate systems of loading, 
shallow draft, absence of pre-bulking areas prior to 
vessel arrivals, high stevedoring charges, high intra- 
Pacific islands freight rates, use of very old vessels 
in some cases, monopoly of shipping services to 
Europe by one company, inability of the marketing 
boards to negotiate with the shipping companies, 
inadequate shipping services and continuously rising 
freight rates. The study has suggested various 
solutions, some/of which are: alternate use of the 
ports of loading while other ports are accumulating 
bigger cargoes, use of loading bins, introduction of 
pre-bulking areas, introduction of new shipping 
services and negotiation with the carriers through a 
united South Pacific coconut marketing board 
shippers’ committee. 


/ 
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570. A successful approach to the problems faced 
by exporters of raw materials and commodities is a 
base case project being executed by ESCAP con- 
cerning ocean shipment of bulkable commodities by 
way of cargo consolidation, i.e. natural rubber, 
_ timber and other compatible commodities. Shippers 
of rubber, timber and tin have agreed to consolidate 
their cargo. Careful choice of terminals at the 
producing and discharging ends is necessary and 
such a study is being undertaken. Suitable types of 
vessels and charter rates have to be carefully chosen 
and one such study has been concluded. 


C. INTERNATIONAL CONTEXT 


571. Because of the recent changes in the inter- 
national economic environment, the needs of the 
ESCAP developing countries, in particular of the 
MSA countries for inflows of concessional ODA, 
_ have increased substantially and are likely to remain 
at high levels throughout the rest of the Second 
United Nationals Development Decade. Only in 
1974 was there a reversal in the declining trend of 
the ODA real flows to developing countries, but 
there has been a slight shift towards providing more 
ODA at softer terms to the poorest and MSA 
developing countries within the ESCAP region. The 
positive response of the majority of the aid-giving 
countries and multilateral institutions to the in- 
creased needs for ODA of the poorer developing 
countries represents a small, but important step, to- 
wards reducing inequalities in income and resource 
distribution at the international level. 


S72 wever these initiatives, in order not to be- 
come just a short-lived phenomenon, but to lead, in 
accordance with the resolutions of the Sixth and 
Seventh Special Sessions of the General Assembly, 
towards continuously increasing, predictable and 
assured flows of financial resources at concessional 
terms, have to be sustained by the long-term policies 
of major donor countries. For ESCAP developing 
countries it is also of the utmost importance that the 
forthcoming repienishment of the resources of the 
international and regional multilateral institutions 
providing ODA is effected speedily at levels 
adequate for the increased flows in real terms. 


573. The attempted changes in the international dis- 
tribution of income through increased flows of ODA 
have to be combined with appropriate internal 
policies to benefit both directly and indirectly the 
poor in the developing countries. The vigorous 
pursuance of growth with social justice through the 
implementation of appropriate policies by develop- 
ing countries is needed, at the same time, to 
mobilize the public support in donor countries for 
increased ODA flows and their channelling towards 
the countries in greatest need. 
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574. Debt relief and other means of easing the 
burden of servicing the accumulated external debt 
represent another important element of international 
community efforts to assist the developing countries 
in overcoming the adverse consequences of the past 
trends in the world economy. The ESCAP 
developing countries have a keen interest and should 
keep under continuous review the implementation 
of the relevant parts of the UNCTAD (Group of 77) 
declarations made in Manila and Jamaica which 
spelled out clearly the measures to be undertaken to 
ease the external debt burden of the developing 
countries, 


575. The practices of transnational corporations 
have given rise to a wide variety of questions re- 
garding their effects on both host and home countries 
in the ESCAP region and on their global impact on 
the process of development and on international re- 
lations. Among the issues raised are the question 
of the consistency of these firms’ operations with 
national economic objectives; their effects on such 
variables as consumption patterns, income dis- 
tribution, balance of payments, employment and 
labour relations and tax revenues; their role in 
various economic sectors; the implications of their 
global intercorporate and intracorporate relationships 
with respect to restrictive practices and arbitrary 
transfer pricing; and the extent to which trans- 
national corporations may be involved in political 
interference or corrupt practices. Only sporadic 
studies have been undertaken on some of these 
issues, and there is as yet no comprehensive view 
of them within the ESCAP region. Action is thus 
urgently needed at the regional level to improve 
understanding and to facilitate decision-making in 
this important field. 


576. Attention was called to this matter in the 
United Nations several years ago with the Report 
of the Group of Eminent Persons. Action was 
taken through Economic and Social Council re- 
solution 1913 (LVIJ), establishing the Commission 
on Transnational Corporations and the Information 
and Research Centre on Transnational Corporations. 
In its resolution 1961 (LIX), furthermore, the Council 
called for the establishment of joint units between 
the Centre on Transnational Corporations (CTC) 
and the various regional commissions and a Joint 
CTC/ESCAP Unit on Transnational Corporations 
is being established. It is important that ESCAP’s 
work be both relevant to the member countries of 
the region and useful as an input into CTC’s 
global Work Programme. It is proposed to devote 
research and analysis to clarify and delineate the 


_economic, social and other effects of the operations 


of transnational corporations on host countries in 
the ESCAP region and to examine the effectiveness 
of alternative government policies to regulate these 
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effects in selected countries. There is to be a 
follow-up and implementation at the regional level 
of an international code of conduct for transnational 
corporations being drawn up by CTC. There is 
also to be systematic collection, analysis and dis- 
semation of information relating to transnational 
corporations in the ESCAP region. An important 
component of the work will be technical assistance 
to member Governments on request and dissemina- 
tion of information concerning the presence and per- 
formance of transnational corporations in the region. 


D. LEAST DEVELOPED, LAND-LOCKED 
AND ISLAND COUNTRIES 


577. The General Assembly, in December 1976, 
approved the statute? of the Special Fund for the 
Land-locked Developing Countries to assist the 
land-locked countries in offsetting their additional 
transport, transit and transshipment costs due to 
their geographical limitation. The General 
Assembly, inter alia, called upon all Member States 
and the entire international community to contribute 
generously to the funds in order to make it 
operational in 1977. 


578. The General Assembly recommended specific 
action? in favour of the land-locked developing 
countries and called upon all the Member States 
and the international community to give special 
attention to the trade requirements of these countries 


? For details see General Assembly resolution 3504(XXX) and 
31/177. 
2 Resolution 31/157. 


including the possible provision of preferential treat- 
ment of their goods. It further invited the 
appropriate organs of the United Nations systems, 
as well as regional development banks, to pay special 
attention to the particular problems of these coun- 
tries in their assistance to national, subregional and 
regional infrastructural projects-related to transit. 


579. While recognized the particular impediments 
hampering the economic development of many 
developing island countries especially their 
difficulties in respect of transport and communica- 
tions, the smallness of their economies and markets, 
their low resource endowment and their heavy de- 
pendence on a few commodities for foreign exchange 
earnings, the General Assembly adopted an action 
programme* in favour of these countries and urged 
all governments particularly those of the developed 
countries to lend their~support, in the context of 
their assistance programmes for the implementation 
of the specific action envisaged in favour of develop- 
ing island countries within the framework of their 
development plans and priorities. 


580. The efforts of ESCAP to assist the structural 
transformation of the economy of the least developed 
land-locked countries and island countries need to 
be strengthened. It is necessary that a com- 
prehensive action programme be formulated based 
on a series of special measures and specific recom- 
mendations as contained in UNCTAD resolution 98 
(IV) within the framework of the national develop- 
ment needs and priorities of these countries. 


* Resolution 31/156. 
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